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ABSTRACT
The resilience of the business cycle and the competitive market structure continues to reshape 
the landscape of the revenue management concepts and revenue management systems within 
the hotel industry. Therefore, when the business environment is changing, programmed 
strategies can be a way to deal with the inhibition of the organisation to adapt to new 
circumstances. As is often the case with changing economic conditions, two major factors 
dictate segment performance: the economic conditions themselves and how operators react 
and anticipate for the future.
In order to gain a richer and deeper understanding of how the business cycle and the 
competitive market structure impact the concepts and principles o f RM, a multiple case study 
approach was adopted. Through qualitative semi-structured interviews of Revenue Managers 
or Directors o f hotel companies an inductive exploratory study was conducted within the 
London hotel industry. Additionally, secondary data about the economic environment and 
historical performance of the London hotel industry was also collected and used for analysis.
The research findings reveal that RM systems are not sufficient to plan an effective strategic 
RM within this competitive business era. Findings show that the concepts and principles of 
RM have changed from a tactical managing process to a strategic planning and managing 
process. In addition, findings also suggest that the hotel industry should use the analysis of 
the economic indicators and the business cycle as a fundamental technique for almost any 
kind of strategic planning. Through this it will be able to scan environmental trends and 
market dynamics as well as to monitor and gather competitive intelligence in order to forecast 
and to plan an effective and efficient RM strategy.
This research also provide a more comprehensive approach to the planning and development 
of strategic RM within uncertain or changing economic environments as well as to what skills 
will be needed by hotel industry managers, practitioners and in studying hospitality 
management. Finally, the research also offers an empirical contribution to the current insight 
of strategic RM concepts and to the principles o f strategic forecasting within the competitive 
business environment of the hotel industry.
DECLARATION OF ORIGINALITY
I hereby declare that this research project entitled Shaping Hotel Revenue Management, A  
Strategy fo r  the Next Decade*  ^for the degree of Master of Business Administration Major in 
Hospitality has been composed by myself and has not been presented or accepted in any 
previous application for a degree. The work, o f which this is a record, has been carried out by 
myself unless otherwise stated and where the work is mine, it reflects personal views and 
values. All quotation has been distinguished by means of references including those of the 
internet.
John Kwame Ammamoo
Date: 15^  ^October, 2010.
Ill
TABLE OF CONTENTS
ABSTRACT............................................................................................................................. II
DECLARATION OF ORIGINALITY.......................................... .................................... Ill
LIST OF TABLES.................................................................................................................  VI
LIST OF FIGURES............................................................................................................... V
LIST OF ABBREVIATIONS..............................................................................................  VI
ACKNOWLEDGENMENT.................................................................................................  VII
1.0 CHAPTER 1: INTRODUCTION OF THE RESEARCH........................  1-7
1.1 INTRODUCTION........................................................................................................ 1-3
1.2 RATIONALE FOR CHOOSING THIS TOPIC.....................................................  3-4
1.3 RESEARCH QUESTIONS........................................................................................  4
1.4 PROBLEM DEFINITION......................................................................................  4-6
1.5 A IM ..............................................................................................................................  6
1.6 OBJECTIVES..........................................................................................................  6-7
1.7 FORMAT OF THE REPORT.................................................................................... 7
2.0 CHAPTER 2: STRATEGIC CONCEPTS OF REVENUE
MANAGEMENT AND BUSINESS CYCLES................................................ 8 -35
2.1 INTRODUCTION...................................................................................................  8
2.2 WHAT IS STRATEGIC REVENUE MANAGEMENT.................................... 8-17
2.2.1 Supply And Demand........................................................................................................................  9-10
2.2.2 Technology Advancement............................................................................... ...................................  10
2.2.3 Profit Maximization Or Revenue Maximization.............................................................................. 11-12
2.2.4 Market Segmentation And Position.................................................................................................... 12-13
2.2.5 Demand-Based Pricing....................................................................................... ................................ 13-15
2.3 PRINCIPLES OF DEVELOPING STRATEGIC REVENUE
MANAGEMENT................................................................................................... 15-17
2.4 STRATEGIC TECHNIQUES FOR FORECASTING REVENUE
MANAGEMENT................................................................................................... 17-20
2.5 THE IMPACT OF MARKET STRUCTURE ON STRATEGIC HOTEL
REVENUE MANAGEMENT..............................................................................  21-25
IV
2.6 WHAT ARE BUSINESS CYCLES..................................................................... 26-27
2.7 WHAT ARE HOTEL INDUSTRY BUSINESS CYCLES................................  27-29
2.8 STRATEGIC INDICATORS OF THE BUSINESS CYCLES......................... 29-33
2.9 CONCLUSION OF RM CONCEPTS AND BUSINESS CYCLES AND
THEIR INDICATORS....................................................  33-35
3.0 CHAPTER 3: EVALUATION OF THE LEADING INDICATORS OF
LONDON HOTEL INDUSTRY TRENDS......................................................  3 6 -4 8
3.1 INTRODUCTION................................................................................................... 36
3.2 GENERAL TRENDS IN UK HOTEL PERFORMANCES.............................  36-38
3.3 THE PEAKS AND TROUGHS OF LONDON HOTEL INDUSTRY  38-46
3.4 FINDINGS ON PERFORMANCES OF THE LONDON HOTEL
INDUSTRY............................................................................................................  46-47
3.5 CONCLUSION ON EVALUATION OF THE LEADING INDICATORS
OF LONDON HOTEL INDUSTRY TRENDS..................................................  47-48
4.0 CHAPTER 4: RESEARCH STRATEGY AND DESIGN..........................  4 9 -5 7
4.1 INTRODUCTION....................................................................................................  49
4.2 RESEARCH STRATEGY......................................................................................  49-50
4.3 SAMPLING DESIGN............................................................................................  50-51
4.4 DATA COLLECTION METHODS...................................................................... 51-56
4.4.1 Secondary Data Collection............................................................................................................. 52
4.4.2 Primary Data Collection.................................................................................................................  52-53
4.4.2.1 Semi structured interview....................................................................................................................  53-54
4.4.2.2 Interview design.................................................................................................................................... 54-56
4.5 RELIABILITY.........................................................................................................  56
4.6 VALIDITY................................................................................................................ 56
4.7 DATA ANALYSIS.................................................................................................. 56-57
4.8 CONCLUSION ON RESEARCH STRATEGY AND DESIGN......................  58
5.0 CHAPTER 5: PRACTICAL INSIDES ON STRATEGIC RM
DEVELOPMENT WITHIN THE LONDON HOTEL INDUSTRY  5 8 -76
5.1 INTRODUCTION....................................................................................................  58
5.2 M HOTEL GROUP...................................................................................................  58-60
5.2.1 Strategic RM Developm ent in the M Hotel Group...................................................................  58-60
5.3 H HOTEL GROUP....................................................................................................  61-65
5.3.1 Strategic RM Developm ent in the H Hotel Group....................................................................  61-65
5.4 T HOTEL GROUP....................................................................................................  65-68
5.4.1 Strategic RM Developm ent in the T Hotel Group....................................................................  65-68
5.5 R HOTEL GROUP..............................................................................  68-71
5.5.1 Strategic RM Developm ent in the R Hotel Group....................................................................  68-71
5.6 P HOTEL GROUP.................................................................................................... 71-74
5.6.1 Strategic RM Developm ent in the P Hotel Group....................................................................  7 2 -7 4
5.7 CONCLUSION OF FINDINGS ON STRATEGIC RM DEVELOPMENT
WITHIN THE LONDON HOTEL INDUSTRY................................................  74-76
6.0 CHAPTER 6: DISCUSSION AND CONCLUSION STRATEGIC
REVENUE MANAGEMENT........................................................................ 7 7 -8 9
6.1 INTRODUCTION.....................................................................................................  77
6.2 STRATEGIC RM DECISION FORMULATION PHASE..................................  77-80
6.3 STRATEGIC ELEMENT OF RM DECISION AND FORECASTING  80-84
6.4 CONCLUSION..................................................................................................  8 5 -8 7
6.4 CONCLUSION OF FINDINGS..............................................................................  85-87
6.5 IMPLICATION FOR HOTEL INDUSTRY PRACTITIONERS AND
HOSPITALITY MANAGEMENT STUDIES.....................................................  87-88
6.6 LIMITATION OF RESEARCH.............................................................................  88-89
6.7 RECOMMENDATION FOR FUTURE RESEARCH.........................................  89
VI
REFERENCES............................................ ............................................................... 1 0 0 -1 2 1
APPENDICES: A ....................................................................................................... 122
APPENDICES: B ...................................................................................... ...............  1 2 3 -1 2 4
APPENDICES: C....................................................................................................... 1 2 5 -1 3 3
V I I
LIST OF TABLES
TABLE 2.1 REVENUE MANAGEMENT VIEWS................................................ 9
TABLE 2.2 APPROACHES USED FOR SOLVING REVENUE
MANAGEMENT PROBLEMS........................................................... 20
TABLE 2.3 COMPETITIVE METHODS IN THE INTERNATIONAL
HOTEL INDUSTRY.............................................................................. 22
TABLE 2.4 VALUE-PRESERVING ACTIVITIES DEMAND AND SUPPLY
BALANCE.................................................................................................  25
TABLE 2.5 HOTEL BUSINESS CYCLE (FORECASTING TECHNIQUES
AND APPROACH).................................................................................  31
TABLE 2.6 SUMMARIES OF FORECASTING METHODS (INDICATORS
OF BUSINESS CYCLES) THAT SHOULD BE USED TO 
MEASURE THE BUSINESS CYCLE AND SUPPORTING 
LITERATURE............................................................................................ 33
TABLE 3.1 LONDON HOTEL GROWTH 1991 TO 2002...................................  40
TABLE 3.2 LONDON HOTEL INDUSTRY INDEX TREND BETWEEN
1997 TO 2009.............................................................................................  41
TABLE 3.3 LONDON HOTEL INDUSTRY PERFORMANCE 2000 TO 2009 43
TABLE 4.1 AN OVERVIEW OF THE INTERVIEWEES & HOTEL
COMPANIES..............................................................................................  55
TABLE 4.2 THE MAIN STEPS OF THE DATA ANALYSIS WERE
(THEMATIC PROCESSES)..................................................................... 57
TABLE 5.1 SIMILARITIES E4 VIEWS AMONG THE FIVE
HOTELS/RESPONDENT.........................................................................  76
TABLE 5.2 DIFFERENCES IN VIEWS BETWEEN THE FIVE
HOTELS/RESPONDENT........................................................................ 77
VIII
LIST OF FIGURES
FIGURE 3.1 THE PEAK AND TROUGHS OF THE UK HOTEL INDUSTRY 
SINCE 1979 TO 1995............................................................................ 40
FIGURE 3.2 THE PEAK AND TROUGHS OF THE UK HOTEL INDUSTRY 
SINCE 1996 TO 2011............................................................................ 42
LIST OF ABBREVIATIONS
ADR
AIDS
AOR
ARR
CPI
CRS
CSR
CDS
GOP
GPD
IBFC
IHG
IMS
M&A'S
MBA
NBER
ONS
REVPAR
RM
RMS
SARS
STARMA
STR
TRI
UK
US
VAT
YTD
AVERAGE DAILY RATE
ALMOST IDEAL DEMAND SYSTEM
AVERAGE OCCUPANCY RATE
AVERAGE ROOM RATE
CONSUMER PRICES INDEX
CUSTOMER RELATIONSHIP SYSTEMS
CORPORATE SOCIAL RESPONSIBILITY
GLOBAL DISTRIBUTION SYSTEM
GROSS OPERATING PROFIT
GROSS DOMESTIC PRODUCT
INCOME BEFORE FIXED CHANGES
INTERCONTINENTAL HOTEL GROUP
INFORMATION MANAGEMENT SYSTEMS
MERGERS AND ACQUISITIONS
MASTER OF BUSINESS ADMINISTRATION
NATIONAL BUREAU OF ECONOMIC RESEARCH
OFFICE FOR NATIONAL STATISTIC
REVENUE PER AVAILABLE ROOM
REVENUE MANAGEMENT
REVENUE MANAGEMENT SYSTEM
SEVERE ACUTE RESPIRATORY SYNDROME
SPACE-TIME AUTOREGRESSIVE MOVING-AVERAGE
SMITH TRAVEL RESEARCH
TRI-HOSPITALITY CONSULTING
UNITED KINGDOM
UNITED STATES
VALUE ADDED TAX
YEAR-TO-DATE
IX
ACKNOWLEDGEMENTS
Though the following research project is an individual piece of work I could never have 
reached the heights or explored the depths without the help, support, and efforts o f a lot of 
people.
I would like to express my sincere gratitude and appreciation to Dr. Angela Roper who 
generously gave me her time, her commitment as well as valuable advice and guidance in my 
research. I am also genuinely thankful to Prof. Peter Jones and Prof. Andrew Lockwood for 
their help in finding me hotel companies for the research sample.
I wish to extend my sincere thanks to all the participating hotel companies and the managers 
who took part in the research.
In addition, this dissertation would not have been possible without the emotional and social 
support from Mr. Daniel Riley, my friends and family. Special thanks go to Mikael 
Johansson for his encouragement, care and everlasting love which took me through during 
the year o f my MBA.
CHAPTER: 1
INTRODUCTION TO THE RESEARCH
1.1 INTRODUCTION
A major function o f management is planning which is the process of developing a strategic 
plan. It involves scanning of the business environment and selecting the appropriate 
strategies. One part of planning is forecasting which is used to predict what happens, given a 
set o f circumstances of business environment. These circumstances may impact or bring 
changes to various market structures and the financial performance of the hotel industry.
Revenue Management (RM), or Yield management, is one of the main planning tools used by 
the hotel industry in order to increase their revenue, establishing price bands as well as 
managing supply and demand within the market. This strategic process can also help hotels to 
expand their market size and to increase profit. The revenue management techniques were 
adopted in the 1990s by major international hotel chains in response both to a recession 
period and a market getting more competitive (Kimes, 1997). Since then, revenue 
management has been the most researched field in the hotel industry (Jones and Lockwood, 
1998; Kimes, 2000, Strauss and Weinstein, 2003; Choi and Mattila, 2004; Shoemaker, 2003 
and Vinod, 2004).
Revenue management are mechanisms used to maximize an organization’s profit (Kimes, 
2002, 2004; Russell and Johns, 2000; Cross, 1997). Cross (1997, p.33) defines revenue 
management as “the application tactics that predict consumer behaviour at the micro-level” in 
order to “maximize product availability and price”. According to Goymour & Donaghy 
(1995); Boyce (1991) and Orkin, (1998) RM helps hotels to increase revenue by 5 to 10 
percent per room night. Elliott (2003) stated that revenue management can supply 
considerable cost savings and be a mechanism to make revenue and contribute to quality. 
Berman (2005) said that revenue management provides service providers with a system of 
distributing its fixed capacity and discounting as much as possible to have full capacity.
Critically, if  service providers continue discounting just to fill capacity, then, in the long run, 
the main aim of using revenue management has failed. Today’s RM concepts and theories 
have become the key process of innovative selling of hotel rooms (Chiang et al, 2007 Cross 
et al, 2009).
The concepts and theories are all about setting and adjusting prices on a tactical level in order 
to maximize revenue but they are not very good at properly evaluate the economic situation 
and the market condition. The concepts and theories of revenue management are only 
benefiting to the hotel industry when the economy and the market conditions are good. Many 
authors have suggested that the competitive price war within the hotel industry have shaped 
the consumers to use different online search engines to shop around to find a better room at a 
cheaper rate (Enz, 2003 and 2009; Murply et al., 2006; Tso and Law, 2005; O'Connor and 
Frew, 2002, O'Connor and Piccoli, 2003; Thompson and Failmezger, 2005; and Varini et al, 
2003).
The fluctuation of today’s global economy has made the hotel industry sector highly sensitive 
to economic and competitive market conditions as well as to technological conditions 
(Harrison and Enz, 2005). The economic downturn (recession), which started with the 
collapse of the United States (US) housing market, brought massive losses to financial 
institutions and spread uncertainty also in the hotel industry. Other factors, like dramatically 
increased commodity prices, especially the price o f oil during the summer o f 2008, the falling 
of the Gross Domestic Profit (GDP) and the weakening of the UK pound are all novelties to 
the business cycle. The UK National statistics showed that the economy has declined by 6.4 
per cent from the peak in output to the trough and that this is the worst recession in British 
post war history (Pimilott, 2010). Looking at the past recessions in the UK, the economy 
declined only 2.5 per cent during the 1990s and 6 per cent during the early 1980s (Pimilott, 
2010). Generally also airline capacity (both long and short haul) fell to its lowest point for the 
“first time since the Gulf war in 2003” (ppl 1) and the country also received fewer tourists 
(Visit Britain, 2009b). The forecasted economic growth in 2009 in the UK was -3.2% and 
GDP growth was only 0.4%. This is the worst recession since world war two (Oxford 
Economics, 2009). The bank o f England had to cut its repo rate to 0.5% to boost domestic 
consumer’s confidence. According to Deloitte (2009) the hotel market in the UK had a bigger 
trough compared to other sectors in the economy, especially the luxury segment was hit and 
fell by 19.3%. This also led to a significant fall in the average room rate (ADR) which went 
down to £220.23 pound per night. According to Visitbritain (2010) UK had 29.6 million 
overseas visitors in 2009 and this is the lowest number since 2004. International business 
visits also dropped by one fifth, or 1.6 million, during 2009. As PriceWaterhouseCoopers 
(2010a) put it, “the recession has hit global travel demand and, as a consequence, both the US 
and UK hotel sectors have struggled to fill empty rooms without cutting their prices” (p.l).
These remarkable developments have proved to be a great challenge and altered the use of 
revenue management systems in revenue and capacity optimization. Moreover, with the 
evolution o f the global market place, consumer’s demand and expectations have also 
continued to grow and are pushing and challenging the process of RM system's profit 
optimization within the hotel industry. Therefore hotel companies need to meet the 
challenges of today’s world market by understanding the market environment and 
establishing strategies to meet consumer trends, economic conditions, technical development 
and a hardening competition. The tactical view and application of RM within the hotel 
industry will not sustain innovative ways of selling hotel rooms and likewise it will also pose 
a significant threat to firm viability. As some hotel companies like Marriott put it, 
“furthermore, we continue to develop new sale promotions with a focus on leisure and group 
business opportunities to increase property-level revenue rather than simply discounting room 
rates” (PriceWaterhouseCoopers, 2008d).
In the light o f today’s changing and competitive business environment revenue management 
within the hotel industry requires hotel businesses to continually evaluate its organization- 
environment alignment, in order to determine the strategic decisions of the hotel revenue and 
capacity optimization.
This first chapter describes the motive behind this research project. It was constructed to fill 
the gaps identified by the researcher in the hotel industry revenue management literature. The 
researcher first presents the rationale behind the research project and the research question, 
followed by establishing the definition o f the problem and the aim and objective of this 
research.
1.2 RATIONALE FOR CHOOSING THIS TOPIC
Currently RM continues to receive much attention from researchers and practitioners but this 
literature is mostly focusing on tactical maximization o f revenue and is lacking a strategic 
approach. In addition the majority of the major RM research works were written during good 
economic times when demand exceeded supply in the hotel industry. Furthermore they either 
lack empirical studies or the empirical studies are out o f date. The literature is mostly 
concentrating on administrative processes and mathematical forecasting model issues.
Hence, in today’s challenging business environment the hotel companies depending only on 
RM mechanisms are not adequately equipped to predict or forecast what happens in the
business environment. These RM systems and models are neither capable o f managing the 
changes within various market structures which are affecting demand and supply within the 
hotel industry nor are they able to maximize an organization’s revenue and profit. In the UK 
the hotel industry may be or may not be struggling again. It is rebounded from repercussions 
from difficult years, from the impact of the Iraq war with its fluctuating fuel price and from 
the current global economic recession, all factors which are exposing the industry to risk. The 
Financial Time (2009) posted that hotel price war, with aggressive discounting, has broken 
out and is continuing into 2010. The same paper also posted (2009), “TRA Hospitality 
consulting, whose Hotstats data track UK hotel performance, says that in the first six months 
of 2009, full-service hotels suffered lower occupancy and lower average room rates than the 
same period last year”. Hotelnewsnow (2009) said that “the UK sector already is 
experiencing a sharp slump in sales”. The economic cycle has showed that the revolutionary 
innovation RM system, which mechanism aims to maximize hotel industry revenue or 
profitability, is threatened by the environmental trends. The maturity and the concentration 
level o f the hotel market in the UK, with increased globalization, competition, higher 
customer turnover, growing customer acquisition cost and rising customer expectations is 
shaping and challenging hotel revenue management.
Therefore, the value of the revenue management systems currently employed in the hotel 
industry to optimize revenues requires rethinking. Hotel industry needs to distinguish the use 
o f revenue management as a tactical process because this will not guarantee a successful 
formulation and implementation of a revenue management strategy or result in a more 
rewarding financial performance. Strategizing RM development through the business cycle 
and its economic indicator systems will provide market intelligence and a competitive 
intelligence to make RM effective and efficient.
1.3 RESEARCH QUESTION
What has been the value of revenue management systems in the competitive business 
environment which is also affected by the current economic recession?
1.4 PROBLEM DEFINITION
The economic turmoil continues to shape and challenge the use of revenue management 
systems in the hotel industry. Hotelnewsnow (2010) posted, hotels in UK have “double digit 
declines in RevPAR” and both occupancy and average room rate continued to fall with 1.1%
and 6.7% respectively”. Verret (2009) stated that “this recession has been a 'game changer' 
for revenue management and the game has changed for the foreseeable future. These 
conditions have made forecasting very difficult, thus making decisions about revenue 
management exceptionally challenging.
Despite the growing body of literature, with new types of problems emerging within the 
market, the research in the field o f revenue management is far from over. The essential 
characteristic of the future is uncertainty. Okumus (2004) stated that revenue management 
should not be viewed as tactical decision making but rather as a strategic management 
decision making process. Forecasting is the main mechanism for determining revenue 
management. However, important principles and concepts like business cycle, economic 
indicators and market structure, have not been considered by most of the literature about 
revenue management. To further answer to the emerging problems regarding RM in 
respective o f this demand it is important to continue from the previous studies of Choi (2003) 
on the economic indicators and the use of the business cycle as a forecasting technique for the 
hotel industry.
Chiang, Chen and Xu (2007 p. 188) concluded “how to make revenue management decision 
more effective under a competitive and collaborative environment”. Economic conditions are 
constantly changing and there are no rewards for replaying the same old game over and over. 
Basically, looking at the features of the business cycle and the economic indicator systems of 
the hotel industry could provide a strategic signpost to the future in order to forecast and to 
improve revenue management decisions.
First, as noted from Choi, there is the need for hotel businesses to examine the hotel industry 
cycle and its economic indicators and use it as a strategic tool (using the business cycle). This 
will allow the hotel industry the surveillance of its external environment in order to detect 
and predict changes. It will provide an effective forecasting system (such as emerging 
changes in demand and supply) and can be used to shape the revenue management strategy. 
The economists Collis and Montgomery (2005) and Phillips (2005) pointed out that the 
fundamental understanding of the forces that drives an industry is vital to the success o f the 
individual firms that compete in it. Therefore, in a competitive environment, the 
understanding of the key forces o f supply and demand within a business cycle is important to 
sustain a competitive advantage.
Secondly, the business cycle will also allow for a close monitoring and tracking of external 
environment trends or streams of activities where the use of use o f a mix of projects like 
market segmentation with differential pricing, strategic alliances and customer profitability 
approach, if  done correctly, could offer an opportunity for success in shaping hotel revenue 
management. The authors, Oslen, Tse and West (2008), Okumus (2004) and Enz (2009), 
showed that the hotel industry must see to control their internal and external financial 
resources according to the fluctuation o f the economy in order to shape their business 
transactions and decisions over the cycle.
Moreover, the business cycle and the economic indicator systems of the hotel industry can 
also provide a competitive intelligence in order to know when to adjust its competitive 
strategy to new market situations and make sure its organisational structure and processes fit 
the strategy. This will require a more dynamic and authentic view of RM strategy in the 
contemporary marketplace (Olsen and Roper, 1998).
Finally, the process of collaborative innovative strategic revenue management can also help 
to address environmental uncertainty and close the gap between RM and the changing market 
structure, allowing it to keep up with the pace o f new development and transform the industry 
to their advantage for the next decade.
1.5 AIM
The aim of this research is to conduct an evaluation of the kind of information used by the 
London hotel industry for making strategic RM decisions. This will be done with an 
inductive research strategy which employs a qualitative method. Specifically, literature will 
be reviewed regarding RM, marketing management and strategic management by answering 
some the following objectives.
1.6 OBJECTIVES
1. To evaluate what strategic revenue management is, and the processes and techniques 
of developing a strategic RM.
2. To examine the impact of the market structure on strategic revenue management 
development within the hotel industry.
3. To explore the business cycle with its economic indicator systems which the hotel 
industry should use to intelligently forecast trends and measure the turning point o f
(demand & supply) and how this information can be used to effectively improve 
revenue management decisions under changing market structures.
4. To investigate and analyse the effect o f the peaks and troughs in the general economic 
environment on the London hotel industry performance.
1.7 FORMAT OF THE PROJECT
The project will be split into six main chapters, the introduction in chapter one. It will be 
followed by chapter two with a critical general review o f the comprehensive and empirical 
literature on the subject in relation to the specific objectives and the aim. It will evaluate and 
interpret the different views presented, provide background information about strategic 
revenue management and its techniques as well as about the business cycle and the hotel 
industry business cycle and then focusing on measuring and the specific economic indicators 
within the hotel industry.
After the foundation in chapter two the third chapter, using secondary data, brings a deeper 
analysis and discussion of the findings on the London hotel industry’s peaks and troughs and 
examines the impact of the current economic trends in relation to RM. The fourth chapter 
provides a detailed justification o f the methodology, describes both the secondary and 
primary data collection methods used to collect the information and how it was grouped and 
analysed. The chapter will also explain how the research samples were chosen as well as the 
challenges connected to it.
Chapter five presents the findings on the five hotels which comprised the research sample and 
the themes emerging from the research. Finally, chapter six completes the study and 
discusses the findings and themes presented in chapter five while also relating them to the 
extant literature. The researcher draws conclusions about the findings. Limitations and 
recommendations for future studies will also be provided at the end of this chapter.
CHAPTER; 2
STRATEGIC CONCEPTS OF REVENUE 
MANAGEMENT AND BUSINESS CYCLES
2.1 INTRODUCTION
The chapter will review the empirical and theoretical concept o f the relevant literature on 
these topics and attempt to integrate the findings. Specifically, this chapter is broken down 
into the following major areas. First, the concepts and principles about strategic revenue 
management will be discussed. The strategic techniques for RM forecasting and the impact of 
the market structure on RM will also be examined. It is followed by a discussion o f the 
business cycle and its strategic indicators which will be elaborated upon while also showing 
the various relationships indicating the hotel business cycle.
2.2 WHAT IS STRATEGIC REVENUE MANAGEMENT?
RM is a fundamental strategic tool within the hotel industry. Empirical and theoretical 
literature has no common view on what strategic RM is. Some researchers in Table 2.1 have 
argued that RM should be viewed as a tactical process while others rather views it as a 
strategic process. In addition there is also a split view as to whether RM is supposed to 
maximise revenue or profit. Jones (2000 p.88) stated that strategic revenue management 
should be defined as
“a system for hotel owners to maximize profitability through their senior management in the 
hotels, identifying the profitability o f  the market segments, establishing value, setting price, 
creating discount and displacement rules for application to the advanced reservations 
process and monitoring the effectiveness o f these rules and their implementation
The process of maximising revenue or maximising profit will depend upon an effective 
forecasting through a proper evaluation of the business environment (and its cycles) and the 
market structure. Therefore, RM cannot be viewed as a tactical process but rather as a 
strategic process.
TABLE: 2.1: REVENUE MANAGEMENT VIEWS
RM tactical process view of researchers RM Strategic process view of researchers
Relihan, 1989; Donaghy et al.,1995; Kimes, Enz, 2003; Jones, 2000; Yeamai, 1996; Hu\ton
1989; Rehhan & Lieberman, 1993; Belobaba, and Peters, 1997; Upchurch el al., 2004; Tranter,
2002; Hamilton, 1992; Cross, 1997; Jauncey, Stuart-Hill and Parker, 2009; Jayaraman &
Mitchell & Slamet, 1995; Smith et al., 1992 Baker, 2003; Sanchez & Satir, 2005; Anderson &
and Orkin, 1988. Blair, 2004; Lieberman, 2004; Vinod, 2004; Choi
& Mattila , 2006; Okumus, 2004; Krakhmal,
2008; Talluri & VanRyzin, 2005; Em ekis et al. 
2006;Cooper et al., 2006 and Jin, 2006.
Upchurch et al. (2004) empirical studies emphasise that strategic RM is the process of supply 
management, pricing management, responding to the consumer usage cycle and forecasting 
demand management. According to Huyton and Peters (1997) strategic RM is a decision 
making principle which involves the principle of forecasting, engages system procedures and 
utilise strategies and tactics. Relihan (1989) proposed that RM strategy is the process of 
decision making in monetary terms. The strategic RM process is more than just monetary 
decisions because it also structures the process of management within the organisation 
(Yeoman and Watson, 1997 and Yeoman, 1996). Tranter, Stuart -H ill and Parker (2009, p. 8) 
pointed out that “revenue is dependent upon three other elements which address price and 
availability: (1) capacity, (2) supply, and (3) demand”. They state that revenue management 
“is the act of skilful, careful, and tactful managing, controlling and directing capacity and 
sources of income given the constraints of supply and demand” (p. 9). Emekis et al. (2006) 
stated that strategic RM is the process of forecasting and comparing relationship between 
demand and capacity. Empirical and theoretical literature suggests that the fundamental 
principles of strategic RM are based on the following principles:
2.2.1 S upply  and  D em and
The economic theory explains that the critical factor between supply and demand is price, in 
which the law of supply states that as prise rise, the quantity of supply increase and as price 
falls, the quantity of supply decrease. On the other hand the law of demand states that the 
quantity of service demanded by buyers tends to increase as the price of the service decrease 
and tends to decrease as the price increase. Therefore, RM strategy will depend on the 
dynamic relationship between the price and quantity demanded in the market economy of 
which the hotel industry is a part. Otus & Co theory of hotel demand & supply says that the
level of supply & demand can be observed from the level of economic development and the 
concentration level o f service related industries within a country (Slattery, 2003). The 
essential factors driving demand within the hotel business are depending on “domestic 
business, domestic leisure, foreign business and foreign leisure” (Slattery, 2008 p.7). If the 
demand is driven by foreign business and leisure the price level will escalate more than if  it is 
driven by the domestic business and domestic leisure. Therefore strategic RM should scan 
and monitor the supply and demand o f the market in order to react or prepare for any changes 
that may affect the market to their advantage, both in long term and in short term. Orkin 
(1988 and 1998) pointed out that RM should be a combination of strategic price 
implementation and tactical deployment o f rate control over supply and demand. The author 
has made it clear that supply and demand changes will affect the maximisation of the profit. 
Hence RM requires strategy formalisation and flexibility according to market conditions. The 
dynamics of supply, demand and price in a market economy are key components of 
optimizing revenue. RM has been identified as one strategy to balance demand and supply 
(Jones and Lockwood, 1989). RM is a mechanism used by the hotel industry to increase the 
resource revenue and to regulate supply and demand (Cross, 1997; Phillips, 2005; Kimes and 
Wagner, 2001, Kimes, 2002; Jones 2000).
2.2.2 T echn o lo g y  A d v an cem en t
The growth of the internet and mobile technology advancement has increased the power of 
the customers. Customer valuation of prices has changed over time. Information which 
enables the comparison and contrasting of different offers and prices has never been more 
accessible than today. O'Connor (2001 and 2003) stated that the revolution o f the online 
distribution channels is more benefiting to the customers than to the hotels. Enz (2003) 
pointed out that internet makes it more difficult for hotels to control their inventory due to 
proliferation of online distribution channels. The author further states that “if hoteliers do not 
understand consumer behaviour... they risk loss o f revenue and pricing control to third-party 
internet distributors” (pp. 95). Consequently this also brings more challenges to the 
principles o f RM. Revenue maximization technique has changed with new technology. The 
new distribution system (the internet) sold more, often in direct competition with, and 
cheaper, than the hotels own channels (Campbell, 2004, Lieberman, 2004; Cary, 2004 and 
Tso and Law, 2005). Some of the hotel firms have formed strategic alliances with internet 
distribution channels to boost exposure and to gain market share.
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2.2.3 P ro fit M ax im isa tio n  o r R evenue M ax im isa tion
Moreover, some of the academics have stated that the main objective of RM strategy is to 
maximize revenue (Phillip, 2005; Orkin, 1988; Smith et al., 1992; Jones and Hamilton, 1992; 
Kimes; 1994 and Donaghy et al., 1997; 1998; Kimes, 2002 & 2004; Russell and Johns, 2000; 
Cross, 1997) and to provide the right price for every product or service to different customers 
and periodically update the price in response to market demand (Phillips, 2005). Many o f the 
authors have argued that RM should be concerned with developing profit, not just revenue 
maximisation (Burgess and Bryant, 2001; McMahon-Beattie et al., 1999; Sirichote, 2002; 
Krakhmal, 2008; Kimes, 1989; Brotherton and Mooney, 1992; Lieberman, 1993; Cross, 1997 
and Jones, 2000). Donaghy et al. (2000) suggested that revenue management is “a revenue 
maximisation technique which aims to increase net yield through the predicted allocation of 
available bedroom capacity to predetermined market segments at a price” (p. 25). Anderson 
and Xie (2010) defined strategic RM as evolved when its application has moved from 
maximising yield on an average daily rate (ADR) to maximising revenue with focus on 
property-wide profit rather than just rooms revenue. The perishable nature o f hotel products 
and services are factors which intensify competition and price war (Kim et al., 2004 and 
Buckhiester, 2003). According to Kimes and McGurie (2001) hotels must overbook its 
facilities as well as offer discount on products and services in order to maximise revenue. 
MacGill (1992) said that with discounting strategies, to fill capacity of hotels, occupancies 
have fallen to a lesser degree than profits, essentially due to the additional supplementary 
contribution. Edgar (2000, p. 27) argues that “ if  discounting... takes place, considerable 
occupancy must be gained to compensate for lost revenue through reduced rates, market 
segments must be kept apart and differing rates justified”.
Caudillio -Puentes and Li (2009) and Steed and Gu (2005) pointed out that heavily 
discounting can affect the future pricing strategies of hotel businesses. The high level o f fixed 
cost is also a key factor in price war in the hotel business. Hence the process of heavily 
discounting of rates to maximise profitability in short term can bring difficulties to increase 
the rates again. The process of discounting to fill capacity is not sufficient to optimise 
revenue. Reducing the price may increase demand but it may produce low revenue and thus a 
possible failure to cover all the cost. It is also important to consider the implications and 
resources used in deploying yield management such as the cost of the technological 
distribution system and labour cost. Buckhiester (2003) argues that indiscriminate reduction 
o f hotel room rates result in price war and consequentially it declines profit and trust among
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customers. Anderson and Blair (2004) argued the balancing of high occupancy and high 
average daily room rate is important in RM strategy as it most likely will cover all costs and 
also leave a desired level o f profit.
PriceWaterhouseCoopers (2009b) put it as “improved optimism is reflected in hoteliers' 
focus, with attention turning away from managing costs to growing revenues, but it is a 
delicate balance between managing occupancy and room rates, and for some businesses 
balance sheet restructuring is inevitable” (p. 2). Critically this will also depend on the 
location, the market competition, the business environment and the level of concentration of 
business as well as the quality standard of product and service. The most critical challenge 
facing the hotel industry is to predict potential capacity, the type of information needed to 
forecast and to develop an RM strategy, and to develop a pricing strategy that will encourage 
maximum capacity and revenue. Sigale, Lockwood and Jones (2001) stated that revenue 
management has a wide effect on the whole performance and operations of hotels and 
therefore it should be incorporated into the management and marketing activities of hotels. 
Delain and O'Meara (2004) and Lancaster (2003) stated that companies should look carefully 
at cost and risk related to the process of developing and using RM systems.
Many of the studies on RM strategies have become complicated with more focus on revenue 
making than profit (Choi and Cho, 2000). Jones (1999) argued that it is not meaningful to 
define revenue management by its purpose, since hotels always have tried to make as much 
money as they could out of their capacity. The author further pointed out that RM decisions 
should take into account the changes within the business environment. In today's business 
environment the competition drives firms to meet the need of the customer in regard to price.
2 .2 .4  M ark e t S e g m e n ta tio n  and  P o s itio n
An effective RM strategic move can help hotels to increase their revenue and to increase 
customer satisfaction (John, 2000). Researchers in the field o f marketing have pointed out 
that how to maximise profit or revenue, depends on market segmentation (Kotler et al., 2009; 
Jobber, 2009; Bowie and Buttle, 2004; Baker, 2007 and Loudon and Della Bitta, 1984).
These authors also concluded that the market segmentation should be characterised by 
identifiability, substantiality, reachability, stability, responsiveness and actionability. 
According to authors such as Gurau and Ranchhod (2002) Foster et al. (1996) and Noone and 
Griffin (1997) market segmentation should not only be based on product-centricity and 
customer-centricity but it also needs to integrate customer profitability approaches.
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For example, IHG boosts that their loyalty programme, containing 47million members, 
brought in $5.9 billion in revenue. In addition, maximising o f profitability will depend upon 
where and how the hotel firms segments its customers, on markets and locations, while at the 
same time purposely investigating the concept of customer profitability approaches, in order 
to attract the right customers.
Haddad (2009) stated that the best fit for what strategic RM is “ the practice o f dynamically 
pricing a perishable product and selectively allocate scarce capacity across unconstrained 
segmented demand and distribution channels, while taking into account customers ' 
profitability and long term value, in an effort to maximise gross total revenue and therefore 
improve profitability” (pp.24).
However, price transparency has become a critical challenge in strategic RM and hotel 
companies have adopted a best rate guarantee program to bring down customer 
dissatisfaction with the dynamic pricing practice. Strategic RM practice should set a balance 
between the dynamic price level and the value of the relationship with the customer. This will 
also allow it to segment its market price effectively and adjust its price to meet the demands 
o f consumers which will lead to maximisation o f profit.
2.2.5 D em and-B ased  P ric in g
Pricing is one of the strategic keys to RM. The amount of research studies about pricing has 
also grown. Bitran and Caldentey (2003) used analytical modelling to determine pricing and 
argued that pricing is the outcome of inventory or capacity. Talluri and van Ryzin (2004b) 
states that strategic RM is all about “the decision of whether to accept or reject an offer to 
buy; how to allocate capacity to different segments or channels; when to withhold a product 
from the market and sell at later points in time” (pp.3). According to Orkin (1988), strategic 
revenue management should plan for transient reservation and determine the mix of market 
segments to sell out at the highest rate and monitor the pick-up of each room category; close 
the low rate categories once the high rate categories are found filling faster than anticipated; 
restrict low profit categories; consider overall profitability and displace low profit group into 
low demand dates. However, strategic revenue management as means of promoting and 
implementing different rates needs specific information as when to be aggressive in selling at 
the higher rate, when to sell at the low rate and even this will also depend upon the 
competition within the market area. The practices of demand-based pricing though, can be 
offending to some customers (Chiang, Chen and Xu, 2007; Heo and Lee, 2009; Martin et al..
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2009; Wirtz and Kimes, 2007; Noone and Mount, 2008; Rohlfs and Kimes, 2007). According 
to Upchurch et al., (2002) accurate pricing is one of the core principles in hotel RM.
Levin et al., (2007) stated that price should be guaranteed in order to retain the customer and 
not impact the profitability by losing customers. But it is important that prices are monitored 
and adjusted according to demand or market conditions. During low demand time, prices are 
low to boost demand if  the purpose is just to fill capacity and not revenue maximisation. As 
the economic condition changes to the better, the general price level usually increases and so 
will demand. If it does, it will impact the production and the labour cost and also the 
operating cost o f RM management. If the costs are raising it is essential to know what is 
happening in the market or who the consumers are. Just as important is to know what the key 
trends are and likewise to adjust RM strategy accordingly to achieve revenue maximisation.
Cooper et al. (2006) stated that competition is the key to change of price, while Kotler et al. 
(2009) argued that price should be based on the firm's strategic decisions. The authors also 
pointed out that firms may want to set prices to survive, to maximise profit or revenue, for 
sales growth or market skimming. Although the perishability of hotel rooms constrains 
pricing, it is an important component of RM and the key drive to its success and aims. Setting 
prices strategically can be a key competitive advantage (Monroe, 2003 and Dutta et al.,
2003). With regards to pricing strategy, decisions should take into account demand volume, 
price elasticity, competitor’s price and the value o f good service as well as possible 
regulatory constraints (Kotler et al., 2009; Monroe, 2003 and Dutta et al., 2003).
Price decisions depend on a good understanding o f the changes in the business environment 
and the movement of the business cycle. Choi (2003) stated that the business cycle is the key 
to changes in the revenue performance of hotels. Many authors like Cross et al. (2009); Cross 
and Dixit ( 2005); Anderson and Carroll ( 2007) and Kuyumcus (2002) have argued that RM 
strategy of the hotel industry today needs to integrate the movement o f the general business 
demand cycles and the continuously changing needs and wants of the customers. These 
authors further pointed out that a customer centric approach to RM strategy can bring the 
hotel industry optimisation of profit. The general business cycle and economic conductions 
can shape the purchase pattern or the behaviour of customers and thereby affect the 
profitability. Therefore, RM strategy also needs to integrate sustainable innovations which 
favour RM initiatives, to RM management.
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It is also important that RM strategies are continually re-evaluated because opportunities in 
the business environment in which hotel business operate are not static but dynamic.
Chiang, Chen and Xu (2007) said that revenue management is just as much about the creating 
and managing o f different attractive bundles o f services offered to different customer groups 
as to when, how and where in order to maximise profit. Cross et al. (2009) augers that the 
times of RM as a tactical mechanism for maximising profitability in the hotel industry has 
come to an end due to the changes within the business environment. The author further 
pointed out that the renaissance of RM needs more strategic thinking and a more 
technological application. For example, the aftermath of 9/11( The terrorist attack on the 
World Trade Centre in New York, USA on the 11th of September 2001) made major hotel 
chains like IHG, Hyatt, Hilton change their tactical process of RM decision making into a 
more strategic analytical thinking and to innovate different ways o f maximising profit (Cross 
et al., 2009). Therefore strategising RM over the industry business cycle’s upturns and 
downturns is warranted to shape the RM strategy within a competitive environment. Liu 
(2005); Srinivasan et al. (2005); Lemey et al. (2007); Choi et al. (1999) and McCleàn (2001) 
have all pointed out that industries must chose to plan their strategy (in regard to pricing, 
managing demand and supply) along the economic business cyclicality.
Moreover, the factors that helps in strategic RM, including market segmentation and 
selection, channel of distribution, technology advancement, demand and supply level, pricing 
and positioning and the activities of competitors are all economic forces that impact the hotel 
industry and the performance in regards to optimising revenue and maximising profit. These 
factors are also parts of the critical barriers o f entry in hotel business in which the industry 
has no or little control over in a competitive market. Olsen and Roper (1998); Daft et al.
(1988); Costa and Tears (2000); Okumus (2004) and Johnson et al. (2007) all argue that 
decision making and strategic development will be shaped by the events and trends in the 
changing business environment.
2.3 PRINCIPLES OF DEVELOPING STRATEGIC REVENUE MANAGEMENT 
The empirical studies by Jones and Hamilton (1992) and Donaghy et al. (1997. p. 91) pointed 
out that strategic yield management through “developing a yield culture, demand analysis, 
price and value determination, market segmentation, demand pattern analysis, tracking 
declines and denials and evaluation” provides important information about steps needed for 
successful RM implementation within the hotel industry.
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But there is no strong rigorous methodology supporting their claims. Farrell and Whelan- 
Ryan (1998) used 12 semi-structured interviews to collect data from more than 50 hotels to 
support their proposed model of best implementation of RM. They proposed that strategic 
RM is about education and training is the steps needed to develop an RM culture. Although 
many researchers argues that education and training are important keys to RM (Orkin, 1988; 
Weatherford and Bodily, 1992; Rimes, 1989; Lieberman, 1993; Kimes, 2000 and Ellis and 
Seo, 2002). However, this is just the administrative support and the human resources aspect 
which is needed to drive RM culture usage but it does not lead to the development of 
strategic revenue planning. Hansen and Eringa (1998) also reviewed some of the literature on 
RM and pointed out that critical success factors such as the quality of employees, quality of 
service, customer satisfaction, location and the quality of products and facilities are the key 
drives of strategic RM. The same conclusion was made by Phillips and Louvieris (2005) in an 
empirical study on the international hotel sector as well as by Brotherton and Turner (2001) 
in an empirical case study of an RM implementation. But according to Manzier (2004) the 
above mentioned critical success factors are in fact just general social support processes that 
helps in implementing RM in hotels.
Jaucey et al. (1995) reassessed nine articles on RM about the processes that were used in 
determining how revenue is maximised and the indicators which are used to forecast the level 
o f demand. The author concluded that analysing and using hotel historical information will 
provide the indicators for developing strategic RM and for forecasting future demand. 
However, using hotel historical data as an indicator will only show past internal performance 
of the hotel and is not adequate to plan an RM strategy as well as resulting in maximising 
profit or revenue.
Many of the empirical studies proposing to illustrate the development of strategic RM are 
only using internal data and trends. Knowing these trends is not enough to develop an RM 
strategy because these models have not taken into account the wider business environment 
and the evolution of the business pattern over time. Jones (1999, pp.l 113) suggested that in 
the development of an RM model, “both decision-making and information systems should be 
placed both in the context of the hotel and the context of the external environment”. Haddad 
(2009) concluded that many o f the principles proposed to develop an RM strategy could not 
strive against the economic crisis as many of the hotels are experiencing collateral damage. 
The reason for this failure is due to the fact that the proposed principles lack broad strategic 
processes for gathering some of the important information that could help to shape and
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develop strategies for obtaining revenues and monitoring short term and long term decisions. 
In order to effectively develop a strategic RM the quality of the information gathered about 
what constitutes the firm's internal and external environment is important. Through that the 
hotel industry will be able to rewrite the industry's rules on strategic RM as well as to collect 
contemporary understanding of its core competencies. The hotel market conditions are 
volatile, Marlow (2006) and companies operating in competitive markets must analyse the 
environment constantly and implement their strategy simultaneously (Carr et al., 2003). The 
hotel business economy is changing quickly and it could be difficult, as well as costly, to 
maintain a long term competitive advantage. Therefore “strategy needs to exhibit external 
consistency -  firm resources need to be matched with environmental opportunities and 
internal consistency -  a fit between strategy and organizational elements’ (Farjoum 2002, 
p.565).
2.4 STRATEGIC TECHNIQUES FOR REVENUE MANAGEMENT FORECASTING
Researchers and practitioners have proposed different ways in which to accurately forecast 
hotel industry demand and supply. Archer (1987) stated that “in the tourism industry, in 
common with most other services sectors, the need to forecast accurately is especially acute 
because o f the perishable nature of the product, unfilled airline seats and unused hotel rooms 
cannot be stockpiled” (p.77). This is easier said than done as forecasting cannot guarantee 
complete accuracy. It can only predict the most probable level of demand and supply which is 
likely to occur in the future. Even so, forecasting can propose different means by which 
alternative demand levels can be achieved. Witt and Witt (1991) and Witt, Song and 
Louvierris (2003) pointed out that during economic downturn forecasting becomes critically 
important to all the different stakeholders within the business environment.
Moreover, Rasside & Windle, (2000) and Pak & Piersma, (2002) consider quantitative 
principles, such as time series models which uses complex mathematical algorithms based on 
the analysis and projection of individual components of data, as the key to accurate 
forecasting in a changing and competitive market. Another quantitative principle is 
decomposition analysis which uses a sophisticated mathematical formula to identify seasonal 
trends (Rasside & Windle, 2000 and Pak & Piersma, 2002). The authors also further 
proposed a simple trend projection, also based on a mathematical process which gives a 
projection of the growth path of demand.
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But these theories are very complex mathematical models Avithout any practical thinking to 
deal with contingency as well as being unable to cope with a rapidly changing economy.
Yesawich (1984) proposed a market based approach of forecasting using the room rate 
technique, based on what management within the hotel industry is planning and projections 
from external reports. But the complexity o f the service systems within the hotel industry also 
has various implications like labour cost. The intangibility of the product becomes a 
limitation for this method. Fujii, et al., (1995) made forecasting using the exportability of 
hotel occupancy taxes from Hawaii based on AIDS (Almost Ideal Demand System). They 
argue that single equation models are inefficient in their use of information and are deficient 
in their analysis of cross- price elasticity. Critically the AIDS model provides measuring of 
destination (Hawaii ‘tax’) price competitiveness but it does not explain how prices are 
formed and only takes relative prices into account, often non -homothetic consumer price 
indexes. Scarfe and Krantz (1988) measure productivity and employment of the U.S and the 
Canadian hospitality industry, through which they discuss and observe the impact o f foreign 
travel on the hotel industry. They also look at the demographic shifts, the growth o f demand 
for hotels, the seasonal patterns and the influence of government policies and laws. This can 
also help a marketer to forecast the outcome of a new (target) situation like the bringing of a 
new product into the market.
Authors such as Jeffrey and Barden (1999); Krakover (2000); Sorensen (1999); Luntrop 
(2001); Gustavsson and Nordstrom (2001); Brannas (2002); Koenig and Bischoff (2004 a and 
b) and Lim et al. (2009) have all measured the seasonality of demand and the change in 
occupancy over a period o f years as a forecasting technique. These approaches are all based 
on time-series patterns which are solely based on historical data from a series o f years. 
Although such a method o f forecasting can give some level o f accuracy it lacks the ability to 
take the impact of the business cycle and the level of demand and supply within the business 
environment into account.
Other studies from Weatherford (1995); Lambert, Lambert and Cullen (1989); Karaesmen 
and van Ryzin (2004) and Bertsimas and de Boer (2005) used a simulation model approach 
as a strategic tool for managers to analyse problems and give directions for change and 
development. As an example they mentioned that an optimal reservations policy (over 
booking) could give businesses an idea about the level of occupancy within their property.
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However, a shortage of demand makes overbooking impossible as well as improper managed 
overbooking decisions can prove to be very costly for the hotel with loss of customer loyalty 
and reputation. Olsen (1989) uses the measure approach by looking at the industry 
environment and how it affects the organisational strategy, structure and performances. The 
author addresses the issues of a market heing in the mature stage and having the 
concentration level of the US domestic hotel market.
Pheifer and Bodily (1990) and Bonham et al. (1992) used a more complex modelling 
technique, the Space-Time AutoRegressive Moving-Average (STARMA). It is based upon 
data from different hotels and samples their covariance matrix. This approach has built in 
advantages like being able to interpret time series analysis to estimate the impact of a hotel 
room tax on real net hotel revenues. Lee (1990) measures by looking at booking history and 
making use of advanced booking models. This approach is ineffective because it is based on 
historical data and booking information may include no-show guest, group bookings and 
conference bookings. Therefore, due to amendment, the booking information is not accurate 
and the method will not give a proper idea about the level of occupancy.
There has been a continuous search for approaches and techniques to gain acceptance of 
forecasting for solving different RM management problems. Many of the research studies 
published, as shown in the Table 2.2 below, have used methods like extrapolation, 
quantitative analogies, rule-based forecasting, simulated interaction, structured analogies and 
judgmental bootstrapping. Critically most of these approaches and techniques for forecasting 
have just been based on data and they lack theoretical basis. Hence, recession or economic 
uncertainty within the business environment continues to challenge these comparative 
empirical studies which were once useful for predicting demand under certain circumstances. 
During economic downturns those techniques for forecasting could not cope with trend 
horizons, as demand went down and market price war intensified among the competitors.
This adversely impacted profit and revenue margins. Past research like Yasai Ardekani
(1989) has indicated that the environment of organisations is becoming more complex and 
uncertain over time.
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TABLE 2:2  APPROACHES USED FOR SOLVING REVENUE M ANAGEM ENT PROBLEMS
Lineal Programming
Integer Programming 
Scenario tree 
Markov m o del
Dynamic Programming
Bid-price methods 
Stochastic gradient algorithm 
Stochastic Programming 
Simulation
Polyhedral graph theory’ approach 
Reinforcement learning 
Adapth’e algorithm 
Machine learning algorithm 
Hierarchical mathematical optimisation 
fixed  point algorithm 
Continuous time approach 
Robust optimisation
Source: Adapted from Chiang et at.
C0 oper(2002),MoHer et al. (2004), Pôlt(2004)
Bertismas and Shioda (2003)
MoUer et al. (2004)
Brumelle and Walczak (2003), H-Haber and H-Taha (2004% Lindemann et al. (2004), 
A\t\’ and Pazgal (2005), Feng andGallego (2000)
Bertsimas and Pop escu (2003), Bertismas and Shioda (2003), Brumelle and Walczak 
(2003), El-Haber and El-Iaha (2004), Bertsimas and de Boer (2005a), Sa^in et al. 
(2005)
Kraft et al. (2000)
Karaesmen and van Ryzin (2004), Bertsimas and de Boer (2005 a)
Lai andNg (2005)
Oliveira (2003), Anjos et al. (2004), Kimes and Thompson (2004%Zhang and Cooper 
(2005), Bertsimas and de Boer (2005a),
Kuyumcu and Garcia-Diaz (2000)
G osavietal.(2002)
Van Ryzin and McGill (2000)
N eu lingeta l(2004)
Cote et aL (2003)
Friesz et al. (2005)
K osten(1960)
Koide andlshii (2005); Lai andNg (2005)
(2007, p.115)
The fluctuating of today’s global economy has made the hotel industry seetor highly sensitive 
to eeonomic and competitive market eonditions, technological conditions as well as political 
conditions and the concern for safety and seeurity (Harrison and Enz,2005; Enz, 2009). 
Critically these trends greatly affeet the health of the hotel industry RM strategy.
In this kind of hostile macroeconomic environment, conditions are eonstantly ehanging. The 
level of demand is shifting and sometimes becomes unpredictable which is also influencing 
the business cycle. In general the hotel industry is driven by the increase of macro 
economical trends and is strongly influenced by the nature of the wider economy.
With customer needs becoming more sophisticated and the availability of new information 
technology the market structure of this industry is also growing in complexity.
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2.5 THE IMPACT OF MARKET STRUCTURE ON STRATEGIC HOTEL REVENUE 
MANAGEMENT
As empirical research have pointed out, industry conditions account for about 19% of a 
firm's performance, while planning and building an effective strategy is responsible for 32% 
of a firm's performance result (McGhan and Porter, 1997). Today's dynamic market structure 
has seriously affected the comparison of an individual hotel with its competitors. Empirical 
research by Khandwalla (1972) suggested that the effect o f the market structure and the level 
of competition in any industry are the keys determining the market share and sales revenue.
In the hotel industry market structure and competition are mainly caused by increase in 
supply or decrease in demand due to changes in the business environment such as 
economical, political or legal (Kim, Shi and Srinivasan, 2004). Slattery (2008) argues that the 
changes towards more service oriented businesses rather than industrial businesses are the 
key principles stimulating the concentration of hotel market structure. Roper et al. (2008) also 
pointed out that the higher the structure o f economic activities within a country, the higher 
the concentration of hotel businesses.
Moreover, the hotel industry market structure and competition are also influenced by price 
rises, the growing usage o f new technology and customers increased demand on quality 
(Brander- Brown and Alkinson, 2001 and Jogaratanam, Tse and Olsen, 1999). Managing 
channels of distribution, the growing competition and higher levels of risk are some o f the 
characteristics in the hotel sector (Roper, 2009; Holjevac, 2003; Brotherton, 2003; Stafford, 
Yu and Armoo, 2002).According to Harris and Mongiello (2001) the hotel industry is 
operating in a highly competitive environment, a result o f a number o f factors such as a rise 
in market demand, customer expectation of house facilities, quality of services and product 
and value for money. The market structure has also become complex due to the growing of 
franchising as the new crucial business model to increase competitiveness and to achieve a 
wide distribution network (Slattery, Gamse and Roper, 2008). The competitive methods 
shown in Table 2.3 below have become some of the key success factors in today’s 
competitive global business environment (Olsen, 1995 and Olsen and Zhao, 2000). However, 
using these competitive methods (Table 2.3) does not assure a maximisation o f revenue or 
profit because many of these methods have become basic requirements for the hotel industry. 
Hence, to make the revenue management strategy more effective and to maximise profit, 
there is a need for investment in information and for tracking general business economic data 
which will allows hoteliers to keep their prices competitive and to optimise bookings.
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TABLE 2 .3 ; COMPETITIVE METHODS IN THE INTERNATIONAL HOTEL INDUSTRY 
C ategory C om petitive M ethod
Rapid information technology Customer- oriented technology; Management- oriented
development technology.
International expansion and Mergers and acquisitions; Management Contracts, Franchise
market cooperation agreemoits; Joint-voitures; strategic alliances.
Relationship Management Customer relationships; Employee relationships; Franchise
relationships management; Travd agency relationships 
management.
Customer-orioited products and New segments; brand names; hotel room design and style; 
services development Health awareness amenities, Time-share programs.
Newmarket initiatives and Heavy advertising investment; co-promoting activities; Brand
campaigns and image marketing; Competitive pricing tactics
Quality Control Use of brand name products; Renovation and modernization;
Quality performer rewards; Employee as assets; Training.
Social awareness and Social responsibility; Responsible corporate citizenship;
environmental protection Protecting the natural environment
Sources: Adapted from Olsen, (1995) and Olsen and Zhao, (2000)
Kriegl (2000) concluded that the effect of the exchange rate, increase o f fuel price and growth 
of real estate price are factors that impact the market structure and the competition o f the 
hotel industry. Response to environmental changes and the implementation o f appropriate 
strategies can reduce uncertainty within the market. Literature from Hinton, 2008;
Brotherton, 2004; Slattery, 2009 and Gillen and Morrison, 2003, have also demonstrated that 
the concept o f the low cost business model seen within the budget hotel sector continues to 
intensify competition with aggressive discounting to gain market share and to increase 
revenue. Moreover the budget sector has grown aggressively in scale and scope. Empirical 
research by Brotherton, (2004) into the UK budget hotel industry found that the heterogeneity 
of demand has created opportunities for these brands to carve out a spectrum of services and 
price. This has given the budget sector the competitive advantage o f mastering their service 
and price offers. The current economic crisis is building competition among the various hotel 
sectors in terms of differentiation and ways of maintaining its market position within the 
threatened business environment (Mintel, 2008). The market structure of the hotel industry 
within the global economic conditions continues to intensify its parameters with regards to 
competition, growth and market share.
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Slattery (2008) stated that size and the increasingly sophisticated nature o f the hotel industry 
continues to escalate its market structures making strategic decision challenging and 
uncertain. According to Porter (1980), the competitive market structure will affect the 
distribution of profit for all companies within it in two broad ways. The author claims one 
way is the dependence o f the market position each individual firm has taken and the other is 
their strategic tactic to handle macroeconomic growth. The buying behaviour of consumers 
will also have an impact. These characteristics have also had an impact on revenue 
maximisation as well as the overall financial performance of the hotel industry. According to 
Zhao and He (2008), between 2000 and 2007 the international hotel industry saw some very 
large mergers and acquisitions. For example, the Blackstone Group acquired Hilton Hotels 
Corporation for $ 26 billion and Wyndham International for $ 3.24 billion, while the Royal 
bank of Scotland Pic acquired JV of Marriott with Whitbread $1.69 billon (Zhao and He, 
2008). The Blackstone Group has become one of the biggest private equity owners with
100,000 hotels having 580,000 rooms globally (Financial Time, 2007a). Slattery et al (2008, 
p. 58) noted that “in 2006 the seven major global hotel companies operated 39 hotels brands 
with 557,000 rooms representing a capital value of 100 billion euro”.
In the long term, a strategic competitive advantage from the merger is gained by integrating 
businesses and creating the economics o f scope and scales. This has resulted in a 
consolidation process among the majority of the international hotel companies operating 
fragmented brands. Several authors concludes that over the last few decades, ownership in 
the hotel sector has changed from small independent hotel owners to major international hotel 
brands, chains, as well as institutional investors (Enz, 2009; Zhao and He, 2008; Sayce, 2002; 
Canina, 2001 and Frabotta, 2000). However, the sophisticated private equities may pose a 
potential problem and a source of conflict regarding decisions, control and strategic priorities. 
Harris and Mongiello (2006) concluded that the hotel industry market structure has not only 
become complicated by the changing needs o f consumers but also by the growing number of 
private investors as well as the challenges to meet the demands of investors. Roper (2009) 
concluded that the size of hotel companies has become an important priority in the 
competitive structure of the market.
Some o f these environmental constraints are challenging the hotel industry to focus on 
developing partner relationships in order to generate demand, share market analysis cost, and 
to reduce the cost of operation as well as adding value. Collaborative strategy can be an 
effective way of maximising revenue and at the same time reduce the capital investment cost
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and share the risk among the various network partners. For instance, in terms of sales and 
distribution, the network can create new demand and supply. Product development and 
technological development can also heavily benefit from collaboration with regards to cost 
and risk. Porter and Fuller (1986) suggested that access to powerful business relations, in 
regards to assets like technology and market access, are key factors to competitive advantage. 
The use of technology has increased revenue and given firms a competitive advantage over 
competitors (Kimes and Wagner, 2001; and Sigale, Lockwood and Jones, 2001). Hence the 
rapid growth of new distribution channels like lastminute.com , Expédia, Travelocity, Orbitz, 
CarsandHotels, Travelweb, TravelNow and many others. They have forced the industry to 
put effort in integrating these channels in their RM systems to make the processes more 
effective. For example InterContinental Hotel Group (IHG) and Expédia entered into a multi­
year agreement, allowing consumers to book IHG hotel globally on Expédia sites 
(Euromonitor International, 2009). Roper (2009) pointed out that the hotel industry, with 
companies trying to face the intensified competition, has shown a trend towards 
consolidation. The process of strategising RM and cost reduction has led to strategic alliances 
which are helping some of the hotel companies to grow their RevPAR by 6 percent and their 
ADR by $ 9 (Whitford, 1998). According to Vinod, (2005) collaborative strategy has become 
the way to achieve growth of revenue and customers, while Chathoth et al., (2008) also added 
that alliances are helping the hotel industry to reduce cost and further enhance their revenue 
potential and to grew new market share. Roper (2009) and Bender et al (2008) stated that to 
succeed in growing, increase revenue and exploiting new market, the hotel companies’ needs 
to make an important addition to their strategy: “think globally, act locally”. Moreover, the 
concept of economies o f scale and scope is becoming critical to the survival of the hotel 
industries in the global economy today. This has led to the proliferation o f branding and a 
competitive price war which has contributed to the shaping of RM. Some of the fundamental 
concepts on which RM is based have failed and it has to evolve. As several researchers have 
commented, the majority o f new hotel developments o f the last three decades have become 
affiliated with a brand (O'Neill and Mattila, 2006 and 2010; Domonte et, al., 1997; Rushmore 
et, al., 2002; Beals and Denton, 2005).Graf (2009) also pointed out that strategising demand 
and supply within the competitive market structure is critical to the success o f growing 
revenue and reducing management cost as well as creating effective and efficient structures. 
W olff (2004) stated that terrorist attacks have also become an important factor that can 
change demand and performances in the hotel industry.
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The author also proposed various value preserving activities that the hotel industry can use to 
drive demand and supply under the threat of a competitive business environment. This is 
illustrated in Table 2.4.
TABLE 2.4: VALUE-PRESERVING ACTIVITIES DEMAND AND SUPPLY BALANCE
EXAMPLES OF ACTTVTTIES FOR EXAMPLES OF ACTRTTIES FOR
BALANCING SHIFT OF THE DEMAND CLRNT BALANCING SHIFT OF THE SLTPLY CLRYE 
WHENISDONNN T%HENISDOT%N
Marketing and Sales (switching cost through Marketing and Sales (switching cost through
branding) Loyalty)
Production and Service (differentiation throu^ Production and Service (low cost through
higher qualit>'' or lower cost economics of scale or superior efficiency)
Distribution (differentiation throu^i product Distribution ( low cost throu^i vertical
ser\dce availability) integration or alliances)
Environmental Scanning System Environmental Scanning System (low cost
(differentiation throu^ superior th ro u ^  risk management)
responsiveness)
Sources: Adapted from Graf (2009, p. 90)
The examples in Table 2.4 of value preserving activities are also depending on the price 
elasticity of hotel products and services. Developing a dynamic value based approach, like 
loyalty programs, branding or series of perceptual positioning maps to determine the position 
in the market can be a complement to creating demand. This ean also be used as a mean to 
grow revenue and to manage cost structures effectively within a tough market. The 
environmental scanning system is also an effective way of gathering competitive and market 
intelligence to develop a pricing strategy. These strategies need to integrate the consumer 
needs and are aiming at forecasting the future demand. According to Johnson, Scholes and 
Whittington (2008) the choices of any strategy should be related to the future of the 
organisation and how it should respond to environmental pressures and influences. From 
these views, to have a suecessful hotel business, one must understand the nature of stratégie 
planning and the complex dynamic nature of the business environment and how the business 
cycle affeets both. The hotel industry is highly dependent on the rest of the economy and if 
the economy goes into recession the performances of the hotel industry will also fall. 
Certainly, strategic indicators should be seen as functions which are supposed to guide the 
behaviour and set the direction of organisations in its environment as well as the type of 
performance being sought at the time.
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2.6 WHAT ARE BUSINESS CYCLES?
Business cycles are the periods of growth and decline in an economy. According to the 
National Bureau of Economic Research (NBER) (2008) business cycles are significant 
periods of decline and growth in an economy. There are four stages in the cycle. First comes 
the ‘contraction’ when the economy starts slowing down, then moves to ‘troughs’ when the 
economy hit bottom and generally stagnates at a low level. After that follows a period of 
‘expansion’ where the economy starts growing again and finally it ‘peaks’ when the economy 
is in a state of irrational exuberance.
In related literature today Bums and Mitchell (1946) have the most cited definition of the 
business cycle,
''Business cycles are a type offluctuation found in the aggregate economic activity o f nations 
that organize their work mainly in business enterprises: a cycle consists o f expansions 
occurring at about the same time in many economic activities, followed by similarly general 
recessions, contractions, and revivals which merge into the expansion phase o f the next 
cycle; this sequence o f changes is recurrent but not periodic; in duration business cycles vary 
from more than one year to ten or twelve years; they are not divisible into shorter cycles o f 
similar character with amplitudes approximating their own” (1946, p.3).
Zamowitz & Ozyildirim (2002) and Niemira and Klein (1994) also referred to the business 
cycle as a recession period from the upper point (the initial peak) to the lower turning point 
(the trough). Generally, the business cycles are seen as the different times of an era within the 
economy, at times bringing financially successful periods with growth and at other times 
periods of bad financial performance and decline in growth. Alessandri and Bettis (2003) • 
surveyed 54 US companies and found that recession is a drive of innovation in times of 
economic difficulties. Furthermore the business cycle varies from one era to another which 
brings a peak turning point and a trough turning point to the economy as well as to the 
financial variables like income, output, employment, business profits, interest rates and stock 
prices. Bums and Mitchell noted that
“if  secure trends were eliminated at the outset as fully as are seasonal variations, they would 
show that business cycles are a more pervasive and a more potent factor in economic life... 
for when the secular trend o f a series rises rapidly, it may offset the influence o f cyclical 
contractions in general business, or make the detection o f this influence difficult” (1946, 
p. 40).
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Srinivasan et al (2005) and Lemey et al (2007) found that firms that adjust their strategic 
activities according to the stage of the business cycle were able to enhance their 
competitiveness and likewise also exploit the fluctuation of the economy to their advantage.
In addition, it was suggested that “ the classical business cycle method may indieate lapses 
from conformity to contractions in general business, which would not appear if  the secure 
trends were removed” (Bums and Mitchell 1946, 41). Markridakis, Wheelwright and 
Hyndman (1998) suggested that the business cycle brings unpredietable shock to any industry 
and changes the seasonal fluctuation pattems of demand and supply. Within a changing 
competitive business environment, the understanding of the key forces o f supply and demand 
within a business cycle is important to sustain a competitive advantage. Srinivasan et al.
(2005) empirical studies o f 154 senior marketing managers suggest that firms which were 
able to plan and monitor their strategy around the business cycle gained better business 
performances with regards to sales growth, market share and profitability. Kholi, 
Venkatraman and Grant (1990) and Chung (2000) identified that economists, markets and 
strategists will continuously examine the effect o f various competitive issues and the 
exogenous eeonomic influences on business performanee. Much of the focus has been on 
explaining that the business cycle is an economic force and a stmctural factor that will impact 
a firm’s market share, as well as its performances and profit potential.
2.7 WHAT ARE HOTEL INDUSTRY BUSINESS CYCLES?
The business cyele, as noted, portrays an economic trend with periods of aeeelerating and 
deeelerating rates o f growth in the economy. The service sector (hotel industry) is being 
characterised by intangibility, heterogeneity, perishability and inseparability (Shostack, 1977) 
and therefore the uncertainty and the complexity o f the hotel industry needs a careful in-depth 
analysis. It is important to understand the analysis to its full extent in order to limit risks and 
to apply strategic changes and at the same time avoid aggressive policy implementation. 
Empirical researchers ( Proenca and Soukiazi, 2008; Fayissa et al., 2008; Chen, 2007a, 2007 
b, and 2007c) pointed out that the business cycle pattern shows the growth and the declines o f 
corporate performances and Bodie, Kana and Marcus (2008) and Chen et al (2007) said that 
this especially affects hotel profitability.
Berman and Pfleegar, (1997) and Olsen, Tse, and West, (2008) noted that industries react in 
different ways to the business cycle fluctuation. Unfortunately, the hotel industry is one o f the 
industries which is widely characterised by the business cycle of fluctuation.
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Bodie et al. (2008) stated that the hotel industry is very sensitive in regard to its relationship 
to the general economy. During recession periods firms in the hotel industry are among the 
first to feel the impact of a downturn as well as being among the last to recover. Harrison and 
Enz (2005) pointed out that the shock of the events of September 11, 2001 impacted the 
entire business community but the hospitality industry was the industry which suffered most. 
Mascareenhas and Aaker (1989) stated that businesses often adjust their strategies 
systematically over business cycle stages. In addition managers should add flexibility to their 
strategic choice, especially with profits changing over the cycle and they should also analyse 
the course of events to limit the risk.
Past studies also looked at the movement of the property market and argued that construction, 
rents and housing industry performances in a downturn do not impact the fluctuation of the 
business cycle in the hotel industry, (King and Me Cue, 1987; Voith and Crone 1988; and 
Grendier, 1995). By contrast, empirical studies argue that the macroeconomic variables and 
fluctuations o f commercial real estate values do impact the business cycle of the hotel 
industry, (Wheaton and Rossoff, 1998; Grebler and Bums, 1982; Dipasquale and Wheaton 
1992 and 1994; Shiller, 1991).
Wheaton and Rossoff (1998); Coopers and Lybrand (1995); Smith Travel Research (2008) 
and Tang and Jang (2009) all examined if the hotel industry market moved closely with the 
overall economy. Their findings showed that demand for hotel night moves very closely with 
the Gross Domestic Product (GDP). Bear Steams Research (2003) argues that the GDP is to 
eomplex as a measurement and misleading about the stages of the business cycles when ‘it is 
out of synch’, but pointed out,that the hotel industry business cycle is tied to the airline 
industry and real estate stock trading. Corgel and Gibson (2005) also identified that the time 
series report produeed by Smith Travel Research (STR), revenue per available room 
(RevPAR), monthly room revenue, number o f room sold from all hotels industry types, 
performance data of all different sector of the hotel industries (luxury, upper scale, mid scale, 
budget ete) should be seen as a kind of business cycle for the hotel industry.
Furthermore the characteristics of the hotel business cycle are noticed by the room rates 
failing to keep pace with inflation (Smith, 2006). According to Rushmore (1992) the bubble 
burst on hotel constmction should be seen as the industry business cycle. Uysal (1998) 
argued that the hotel business cycle should be seen through general economic determinants 
like GDP, per capita income, disposable income, private consumption, cost of living (CPI),
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cost of living in relation to destinations, transportation cost, exchange rate differentials, 
relative pricing among competing destinations and exogenous determinants such as economic 
growth and stability, political and social environment and technological advancements.
Powers and Barrows (2006) characterised the hotel business cycles as the periods found in 
the demand and supply o f rooms as it goes up and down. In addition. Powers and Barrows 
explained that the hotel business cycle is “highly capital intensive, with, depending on the 
economy, varying sources and levels of capital flowing into the industry” (p.334). But the 
study of Choi et al., (1999) concluded that there are chances for businesses to gain 
competitive advantage over the cycles but that businesses fail to take these opportunities and 
actions in different stages of the industry cycle.
Critically, the hotel industry fails to act, as claimed by Choi, (1999).This is due to the failure 
o f the hotel business to make sure that their financial practice is aceompanied by scanning of 
the eeonomic fluctuation of their market. Oslen, Tse and West (2008) also pointed out that 
hotel industries must see to control their internal and external financial resources according to 
the fluctuation of the economy in order to shape their financial transactions and decisions 
over the cycle. Muller and Woods (1994) concluded that analysing and forecasting properly 
can offer competitive advantage in times of uncertainty. In fact, having a good forecasting 
system can offer chances for businesses to see and identify the turning point in the financial 
distress and develop the best necessary corrective action. The action may be to push margin 
down or cutting down cost but diversification of the operation may also be an option.
2.7 STRATEGIC INDICATORS OF THE BUSINESS CYCLES
The process o f forecasting allows the monitoring of the industry business eyeles and provides 
means of desegregating the general business into components. It also opens up a new avenue 
for exploring relationships between the economic business environment and insight into the 
turning points o f the business either by peak to peak or trough to trough or peak to trough or 
tough to peak (Moore, 1983). The pros and cons of these forecasting methods are well 
documented in the literature mentioned. Therefore, in today’s eonglomerate market era, 
forecasting of market size can be done through time-series extrapolation methods or causal 
methods like econometrics, scanning of the environment and looking for the variables that 
may impact the performances of the market at large. This will provide strategic information 
needed to plan RM within the hotel industry. Furthermore, periodic brainstorming with a 
group of different experts can also provide a valuable insight into the various competitive
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actions. Wood (1994) concluded that the economic environment has changed the old views of 
hotel real estate and many financial analysis tools have become obsolete and need to be 
reconsidered as business cycle indicators within the hotel industry.
Indicators are tools that monitor, signal and provide descriptive anticipatory data used as 
input for business condition analysis and forecasting (Zamowitz, 1993). On the other hand, 
researchers and praetitioners (Hiemstra and Ismanl, 1992; Pyo et al., 1991; Fujii et al., 1995; 
Greenberg, 1985 and Arbel and Revid, 1983) have proposed that accurate forecasting within 
the hotel industry about demand and supply require quantitative data. According to 
Armstrong, Adya and Collopy (2001) judgment methods are useful to forecast the actions of 
suppliers, distributors, collaborators, governments, people, and interest groups such as 
concerned minorities. The literature relating to measuring the hotel business cycle describes 
different foreeasting techniques and approaches. Many authors (Smeral, 2009; Tideswell et 
al. 2001; Singh and Kwansa, 1999; Prideaux et al., 2003 and Moellor and Shafer, 1994) have 
used the Delphi technique and pointed out that this will save the hotel industry from the 
‘boom and bust’ caused by the business cycle. They use a panel of 35 experts from both 
financial and real estate institutions to look at and discuss the business cycle activities and 
they mean it is possible to predict the business cycle that way. Slattery (2009) also suggested 
that “ tracking the economic policies o f countries and their impact on stmctural development 
of the eeonomy is necessary to access the prospects for ascent of the eeonomic stmcture, 
which in turn provides indicators o f growth in hotel demand and supply” (pp.3). Analysing 
and measuring the hotel business cycle (forecasting techniques and approach) can be done as 
follows in Table 2.5.
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TABLE: 2.5: HOTEL BUSINESS CYCLE (FORECASTING TECHNIQUES & APPROACH)
■ Lodging performance (Wood, 1994)
■ Economic and market condition forecasting (Olsen, 1989; Chon and Single, 1993)
■ Forecasting with time series (Bonham and Gangnes, 1996; Smith and Lesuie, 1996; 
Wheaton and Rossoff, 1998)
■ The grow of ser\dce industries (Slattery, 2007 and Roper et al., 2008 )
■ The impact of world events (Enz, and Cannina, 2002; Choi et al., 1999)
■ Development and increasing diversification (Ronçf, 1998)
■ Net profitability (Sergent and Mohamad, 1999; Haktanier and Harris, 2005).
■ Occupancy level. Average Daily Rate (ADR), Revenue per available room (RevPAR) 
(Haktanier and Harris, 2005; PKF Report, 2010; Kimes, 2001 ; Brown and Dev, 1999;
Swig, 2000; Pine and Phillips 2005; Sin, Tse, Heung and Yim, 2005; Ismails et al.,
2002)
■ The hotel business cycle and general economic (GDP, CPI, ADR, Exchange rates, 
events happens) indicator system (Choi et al, 1999)
According to previous research, occupancy rates and RevPAR are the most important 
indicators for the hotel industry, (Sin, Tse, Heung and Yim, 2005; Kimes, 2001; Brown and 
Dev, 1999; Enz et al., 2001; Brown and Dev, 1999; Bergar, 1997; Marris, 1992; Jeffrey and 
Barden, 2000). Slattery (2002) claims that the RevPAR is not a good indicator for measuring 
room demand and supply. On the other hand have empirical studies by Brown and Dev 
(1999) Sin, Tse, Heung and Yim (2005) and Kimes (2001) pointed out the RevPAR as an 
effective indicator that allow measurement of hotel performances, the forecasting of room 
demand and supply and as an effective help in making strategic decisions. Ismails et al. 
(2002) research also suggested that the RevPAR is a key tool for the hotel industry as it 
allows the measurement of risk and return on hotel business as well as it can be used in 
monitoring volatility of the whole industry.
These econometric forecasting models are effective methods that allow us to identify the 
elasticity or condition of current market activities and the residual effects of previous 
activities as well as it allows for an estimation of the level of demand and the competition 
level within the market (Brodie et al., 2001; Hamilton et al., 1997 and Tellis, 1988). 
According to Song, Witt and Li (2009) econometric forecasting can also be used to forecast 
uncertainty within the business environment. The purpose of using econometric analysis and 
scenarios to forecast is to estimate the underlying long-term upward trend in the market
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structure and its competitiveness and also allow the controlling o f exogenous shocks. For 
instance, econometric analysis and scenarios take a number of variables and uncertainties 
(like the GDP, CPI, ADR, Exchange rates, course of events. Real room rates, RevPAR and 
etc) in the business and economic environment into account.
Many o f these empirical studies have used the association or causal method to point out that 
the average daily rate (ADR) and revenue per available room (RevPAR) is really the most 
important indicator for the hotel industry, (Haktanier and Harris, 2005; PKF Report, 2004; 
Swig, 2000; Pine and Phillips 2005; Schmidgall and Singh 2002, Smith, 2006). The RevPAR 
provides an indication o f how well a hotel is performing by combining into a single factor the 
two prominent hotel operating statistics o f occupancy and ADR. This analysis quantifies a 
market’s ability to support a certain level of room revenues and recognises that hotel demand 
is influenced by prices.
However, some literature suggests that the business cycle behaviour and its economic trends 
can be monitored (measuring and analyzing) by looking at a series of different economic 
indicators. Other researchers argue that monitoring of the business cycle should only be 
looked at through specific economic indicators which are important and relevant to the hotel 
industry, as is shown in Table 2.6 below. It shows the different forecasting methods grouped 
into two views.
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TABLE: 2.6: SUMMARIES OF FORECASTING METHODS (INDICATORS OF BUSINESS CYCLESl THAT SHOULD 
BE USED TO MEASURE THE BUSINESS CYCLE AND SUPPORTING LITERATURE.
Forecasting Methods (indicators forbusiness 
cycles)
These groups ofresearchers havepresentedand 
shown that measunng and analyzing of the business 
cydes should be earned out using a series of 
different economic indicators within the business and 
economic emiromnent.
Supporting Literature
Nelson and Winter, 1982;Georgoffand 
Murdock, 1986; Niemira, 1982; % eaton and Rossoff, 
1988; Olsen, 1989; Pheifer and Bodily 1990; 
Zamowitze, 1993; Bonham et al., 1992; Miles et 
al., 1993; Chen and Sin^e, 1993; Niemira and Klein, 
1994; Moellor and Shafer,1994; Au and Tse, 
1995;Yavas, 1996; Smith andLesure, 1996; Bonham 
and Gangnes, 1996; Choi, 1996 and 1997; Phillips, et 
al. 1999; S in ^  and Kwansa, 1999; Marvel, 2001; Hsu, 
2003; Hwang and Chang, 2003; Smith TfaW 
Research, 2007; American Hotel & Lodging 
Association, 2008.
Yesawich, 1984; Wood, 1994; Xu and Wen, 1997; 
Sargent and Mohamad, 1999; Swig, 2000; hnrie and 
Fyall, 2000; Sin et al., 2005; l in  et al., 2001; 
Schmidgall and S in ^  2002; Zhang et al.2003; Chu, 
2004; Haktanier andHarris, 2005; PKFReport, 2004; 
Pine and Phillips 2005; Sharma and Upnga, 2005; 
Smith, 2006.
2.9 CONCLUSION ON RM CONCEPTS AND THE BUSINESS CYCLES AND 
THEIR INDICATORS
Based upon the literature review, this study shows that there is no clear concept of what RM 
strategy is. While some authors see RM as a tactical planning tool others see it as a strategic 
planning tool. Hotels are competing for the future, hoping to gain a larger market share, to 
maintain the growth and to increase profitability. Strategic RM need to be transformed from 
tactical planning into strategising activities. Due to the fact that research was carried out 
during good economic times past researchers have seen RM as the process of maximisation 
of revenue.
These groups ofresearchers suggest that measuring 
and analyzing of the business cycle shouldbe made 
by looking at only specific economic indicators 
which are importait to the industry
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Therefore, these studies did not take into account the changing market structures. It can also 
be observed that revenue maximisation techniques have changed due to technological 
advancement, new channels of distribution, competitive price strategy, the growth o f the 
service sector and the changing customer behaviour. Strategically these factors have become 
the key challenges of RM revenue maximisation in today’s business environment. Moreover, 
these factors have also proven that RM should not be viewed as a tactical plarming tool but 
rather as a strategic planning tool.
In addition, it can be noted that the techniques proposed by some of researchers have been 
just cookie cutter models or complex mathematical forecasting models lacking strategic 
integration and thinking. Moreover, from the literature it was found that the competitive 
market structure of the hotel industry has changed with the concentration of hotel brands, a 
growing global market competition, changing buying behaviour o f consumers, strategic 
alliances and economies of scope and scale. All these factors present critical challenges to 
revenue and profit maximisation in the current business environment within the hotel 
industry.
Furthermore, the literature review shows that the business cycle informs us whether the 
economy is currently experiencing a slowdown, a boom or something else, while at the same 
time showing the turning points in the industry revenue performances.
As previously mentioned, researchers also pointed out that the business cycle has one o f the 
biggest impacts on the hotel industry RM strategy. They have argued that these economic 
trends can be noted from the GDP, RevPAR, room rate, CPI (Consumer Prices Index), the 
general economic condition, the strategic choices of business, real estate stock trading, 
demand and supply in the hotel industry and political and social events. In addition, 
researchers in the first group as shown in Table 2.6 above, argued that measuring and 
analysing of the business cycle should be based on a “series of different economic indicators 
within the business and the economic environment” while the second group o f researchers 
argued that it should be based on “only specific economic indicators which are important to 
the industry”.
Therefore, the next chapter will be using secondary data to evaluate the economic 
performances of the London hotel industry through a series of different economic indicators 
which are important to the business and the economic environment.
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Finally, this secondary data will allow the researcher to see how the business cycles have 
impacted the London hotel performances and the market structure of the industry. This 
impact on the market structure continues to shape RM strategy. At the same time the 
researcher will use both general economic indicators and indicators specific to the industry in 
terms of past political events, hotel industry profit,, growth of hotel brands, growth o f mergers 
and acquisitions (M&A's), RevPAR, occupancy and average daily rate (ADR), supply and 
demand, changes of room average and GDP.
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CHAPTER: 3
EVALUATION OF THE LEADING 
INDICATORS OF LONDON HOTEL 
INDUSTRY TRENDS____________________
3.1 INTRODUCTION
The following chapter will make a deep identification and analysis of the peaks and troughs 
in the performances o f London hotels and what impact the business cycles and the economic 
indicators have had on the business performance. The time period examined span over three 
decades (from 1979 to 2010). Also included are tables and figures which are interpreted. But 
first, a general overview of UK hotel performances is provided.
3.2 GENERAL TRENDS IN UK HOTEL PERFORMANCES
The UK hotel industry annual turnover is estimated to be £ 40 billion (Visitbritain, 2009a) 
with 408,100 hotels rooms in total of which 223,150 rooms are owned by hotel chains with a 
market share o f 55%, and 184, 980 are unaffiliated hotels rooms (Otus & Co, 2007). As can 
be seen in Figure 1.1 and 1.2 below, the movement of UK hotel RevPAR for the last 30 years 
has been like a rollercoaster ride with big differences between the peaks and the troughs.
Choi, Olsen, Kwanse and Tse, (1999) stated that the unpredictability of the hotel industry is 
characterised by many boom and bust cycles over the last 50 years.
Deloitte Economic Review (2009) concluded that the UK economy is currently in a deflation 
period as it has a negative growth with falling prices of goods and services, sharply fallen 
house prices, a reduction on Value Added Tax (VAT) to 15%, a raise of unemployment, 
consumer spending fall and an aggressive reduction o f interest rates. This is a situation very 
much different from the 1980, as can be seen in Figure 3.1 below, when the hotel industry in 
UK experienced a strong boom period. Roper et al (2008, p 57) stated that during “the 1980s 
when the UK economy reached this stage in development of its economic structure, hotel 
demand escalated, as did the growth of hotel chains”. Slattery (2008) pointed out that UK has 
a high level of hotel concentration and brand hotels. This situation has worsened the situation 
o f the hotel industry.
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How is it going to increase revenue and sustain or increase profit in this turbulent global 
economic environment? Generally several macro trends and also the wider global economy 
have a strong influence on the hotel industry business. It can be observed that the mentioned 
general condition of the UK economy correlates to hotel business performance as shown in 
Figure 3.1 and 3.2 below. The UK hotel industry heavily depends on the general economic 
performances of the country. Therefore, a down turn in the general economy will absolutely 
impact the performance of the hotel industry. According to PriceWaterhouseCoopers (2008c), 
the attractiveness and the strong gro'wth of the UK hotel market have promoted a variety of 
global and domestic hotel brands which have affected demand and occupancy rate. It is 
estimated that another 321 hotels with 46,532 rooms are under construction. In the UK 
consumers spending fell below the GDP in 2009 and the GDP went down by 6%, the lowest 
of all recession times (PriceWaterhouseCoopers, 2010c). The author also pointed out that 
room rates for 2009 fell by 4.3% and this is the lowest since 2003. Moreover, UK overseas 
visitors fell by 2 % 2008 and 2009 it fell another 12 % from 32.8million (2008) to 32.0 
million (Office for National Statistic (ONS), 2009). This also affected occupancy which fell 
hy 2.6% in 2009 as compared with 2008 which had a raise by 7.5%. The RevPAR in 2009 
was just over 2% while profitability fell by 29% in 2009 (TRI, 2010).
Between 1990 and 1993 the UK hotel sector RevPAR result declined by 7.7 per cent. There 
was also a decrease in demand, affecting a number o f hotels and forcing out 1,562 small 
independent hotels out of the market (PriceWaterhouseCoopers, 2008d). ). It could also be 
noted that major external factors such as political (9/11 and the Pentagon as well as the Gulf 
war in 1991), macroeconomic variables and GDP are tied to the change of demand and 
supply within the hotel industry. The impact o f 9/11 sent the UK hotel industry into a long- 
lasting recession where hotel occupancy declined extraordinarily (PriceWaterhouseCoopers, 
2008).
Roper et al. (2008) stated that the level of demand and supply of the hotel industry is relative 
to the percentage of the GDP created by the service and the experience industries. Bobby 
Bowers (Senior Vice President of operation at Smith Travel Research, US) said that the 
growth of GDP is a big driver of room nights sold (Crowell, 2009). The GPD has a large 
impact on overnight stays as have interest rates, travel pattems or even the weather. They all 
have an influence on hotel revenue performance. Figure 3.1 and 3.2 below show the GDP in 
relation to the effect on hotel room demand. Looking at this figure it is evident that during the 
recession periods o f 1980,1981, 1991, 2001, 2009 and the growth periods 1982 to 1986,
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1989, 1992 to 1997 and 2004 to 2007, the RevPAR change percentages follow the changes in 
the GDP. During the peak periods o f the GDP the RevPAR percentage went up and vice 
versa. These developments are in line with the argument o f the first group of researchers in 
Table 2.4. But it is also seen that the specific indicators argued by the second group are very 
important in determining the competitive business performance of the hotel industry as well 
as specific hotel revenue performance. The hotel business is a cyclical industry characterised 
by peaks and troughs in performance. These are fundamental principles in the changes and 
challenges o f RM strategies. PriceWaterhouseCoopers stated that “after five years o f 
unbroken revenue growth, September ushered in a period of volatile trading for the sector. 
The deteriorating economic environment and travel outlook marks a change o f fortune for 
UK hotels with buyers, not sellers, o f hotel rooms very much in the driving seat again. In a 
classic boom and bust sector, it’s happening again” (2008d, p. I).
3. 3 THE PEAKS AND TROUGHS OF THE LONDON HOTEL INDUSTRY
Following the recession of the early 1980s and the terrorist attacks by the IRA (bombing) the 
unemployment rate in the UK reached 2 million. This totally changed the economic 
conditions and the business performances of the hotel industry in London as illustrated in 
Figure 3.1 below. As an effect of the strong US dollar and a higher number o f US visitors to 
London its hotel industry climbed to the high peak level with a RevPAR growth rate of 
30.4% in 1984. This was the highest RevPAR growth ever achieved in the hotel industry 
history as seen in Figure 3.1. It could also be concluded that the application o f RM systems to 
maximise revenue within these market conditions was more favourable between the years o f 
1982 to 1989 as shown in Figure 3.1. An increased demand for newer products and greater 
services created opportunities to maximise revenue easily. The instability o f the London hotel 
industry can also be seen from its troughs in 1986, 1988 and peaks in 1987 andl989, as again 
illustrated in Figure 3.1. The trough 1988 was due to the devastating stock market crash of 
the New York stock market in 1987, called the “Black Monday”. Hence fewer US visitors to 
London (PriceWaterhouseCoopers, 2008), the fall o f the US dollar, inflationary pressure and 
“London stock exchange too suffered with FT-SE 100 indexes tumbled by 250 p” (Kandiah, 
1999, p i 33). These international phenomena also affected the performances of the London 
hotel industry. The trough and peaks are pattems of the business cycle as well as inductors 
which can be used to forecast strategic RM decision.
38
In the aftermath of the 1980s troughs, the hotel industry peaked to its best profitability in 
time, while also growing fast through Mergers and acquisitions (Connell, 1992).Connell 
(1992) suggested that the growth brought the proliferation of hotel brands and rapidly moved 
the hotel industry into middle and upper level segmentation of the market. This remarkable 
accelerated economic progress in the hotel industry did not hold on for long. As illustrated in 
Figure 3.1 below the recession and the Gulf War in 1991 affected the demand and RevPAR 
as well as occupancy rates and average room rates in London went down. The RevPAR 
declined by 7.7 % between 1990 and 1992. It took five years for the ADR to recover to pre­
recession levels (PriceWaterhouseCoopers, 2008c).
Hence, consumers have been the largest beneficiaries of the 1990's recession and the number 
o f bargaining power consumer increased, with more pressure on room rates and also an 
increased expectation of value for money (PriceWaterhouseCoopers, 2008c). As mentioned 
before, the recession also forced 1, 562 small independent hotels out of the market and this 
also brought rationalisation and structural changes in the hotel sector in London and the UK 
(PriceWaterhouseCoopers, 2008c). During the economic recession time o f 1990s some o f the 
hotel chains boosted demand by discounting heavily. The “Evening Standards in June 1993 
wrote, Hilton Hotels and Holiday Inns, the w orld 's  biggest hotels chains, are discounting 
European room rates by up to 50 per cent for July and August”, hence the UK luxury hotel 
like the “Savoy Group offers summer sale rates for the first time” (PriceWaterhouseCoopers, 
2008d, pp .2).
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FIGURE 3.1 THE PEAK AND TROUGHS OF THE UK HOTEL INDUSTRY SINCE 1979 TO 1995.
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London hotels steadily improved over the decade, reaching a peak level of performance in 
1993 and 1997 as room rates rose with 15 percent as indicated in Figure 3.2. Grant Thornton,
(2006) showed that the average occupancy level was at 84% and the average room rate had 
moved to £100 pound and over during the years up to 1997. From Table 3.1, it can be seen 
that hotel industry in London is growing modestly over the period with an annual growth 
averaging just over 1% each year. There was a strong growth of hotels between 1998 and 
2002 as shown in Table 3.1. “Thereafter, the Gulf War brought a growth of 60% to hotel 
chains in the UK market” (Otus & Co, 2007.p.l).
TABLE 3.1; LONDON HOTEL GROWTH 1991TO  2002
Year 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Hotel 75,686 77,634 78,328 78,389 79,541 79212 80,405 83,179 86,323 89,863 91270 93248 
Stock
Source: VisitLondon Development (2005)
Table 3.1 shows the growth of the London hotel industry from year to year. This economic 
phenomenon is due to that the London hotel market is moving into the mature stage.
According to VisitLondon (2005) there were 184hotel brands with 35, 749 rooms in London.
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However, London hotel operators are also made up of independent hotels, real estate owners 
and lenders. An increase in the various business formats like franchise, management contact, 
owned and leased has enlarged the London hotel industry. Some of the hotel companies are 
building new properties.
Certainly this development has made the industry grow at a fast rate. This has dramatically 
intensified the competition between the brands wanting to establish their identity in the 
market. As London hotel industry continued to grow into the new millennium there was a 
slight fall in the RevPAR in the year 1998 bringing fears o f another recession but RevPAR 
went up again with over 4 percent as shown in the Figure 3.2 below. According to Grant 
Thornton (2006), London hotels managed to keep occupancy levels at 81 percent in 2000 and 
in the years before 2000, the industry achieved a strong growth of 4.5%.
TABLE: 3.2: LONDON HOTEL INDUSTRY INDEX TREND BETWEEN 1997 TO 2009
Years 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
RevPAR 100.0 99.5 98.9 100.0 87.7 76.1 73.4 83.6 87.9 104.4 115.7 1152 108.8
GOP 100.0 112.0 108.0 100.0 101.6 85.9 80.6 97.1 96.6 118.6 124.6 122.3 119.8
Source: TR! (2007, 2010) Base Index Year 2000=100
As hotel industry was hoping to pull up RevPAR in 2001, there was the dramatic event of the 
9/11. As said before the impact on the London hotel industry was severe, creating a downturn 
where occupancy declined remarkably affecting its revenue performance and profitability. It 
was further worsened by unforeseen events like the foot and mouth disease outbreak. 
PriceWaterhouseCoopers (2008) pointed out that the terrorist act of 9/11 destroyed the 
RevPAR performance of the London hotel market and pushed occupancy levels down to the 
extreme. Blake and Sinclair (2003) also stated that the terrorist act of 9/11 2001 led to a price 
war and the lowest turning point on hotel performance in the US and around the world. 
According to O'Neill and Mattila (2006) the impact of 9/11 also reached trading o f 2002 with 
the result that much of the hotel industry experienced a heavy cut in the revenue per available 
room (RevPAR). Woodworth (2008, p.351) states that “capital market turmoil is undermining 
asset values, something last seen in the late 1980s and early 1990s ...A  weak economy, last 
seen at the beginning of this decade, has begun to reduce demand for hotels”. Figure 3.2 
below shows that the period from September 11, 2001 to December 2003 was the worst era in
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the performance of the London hotel business in many years. The RevPAR fell from a growth 
of 4 % to -5% just in one year.
Grant Thornton, (2006) pointed out that room rates were down by 17 % from 2000 to 2003. 
This is even worse than the 1991 recession. In 2003, with the start of the Iraq war, RevPAR 
went down and the SARS virus also affected hotel revenue performance of the hotel in 
London as in Figure 3.2. According to Grant Thornton (2006) occupancy level went down to 
60 percent and most hotels reduced room rates in responses to the weakening demand. As 
Figure 3.2 shows, between 2001 and 2003 demand was weak in the hotel sector in London 
and recovery was modest as the RevPAR level stayed below -1%.
FIGURE 3 .2  THE PEAK AND TROUGHS OF THE UK HOTEL INDUSTRY SINCE 1 9 9 6  TO 2 0 1 1 .
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The economic conditions started to improve and demand level in the hotel industry also 
steadily rose in 2004 but with the bomb threats in 2005 hotel transactions again declined 
significantly in London .This had an effect on occupancy rate in 2005 as well as on the 
revenue performance of the London hotel industry. During 2007 London hotel room rates 
rose by 0.1% to an average rate of £147.45, but they declined later that year as business travel 
fell which affected occupancy with a 3.2% decline from 86.5% to 83.8% 
(PriceWaterhouseCoopers, 2008 e). Therefore ADR was down by 3.1% at a rate of £127.58 
in 2007 to £123.61 in 2008 see Table 3.3 below.
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According to TRI Consulting (2008), in the first 10 months of 2008 the London hotel 
industry managed to achieve a positive, albeit low, growth and a profit. The total RevPAR 
increased by 3.4 % at a daily rate of £137.28 while the daily rate of Income before fixed 
changes (IBFC) was also up by 2.3% at the rate of £63.90 (TRI Consulting, 2008).
Figure 3.2 illustrates considerable resilience and occupancy gradually improved in 2006 and 
2007 in the hotel sector in London. According to TRI Consulting (2010) and 
PriceWaterhouseCoopers (2010b), the London hotel market has been growing since 1998 and 
28,400 new hotel bedrooms have been added. The London Olympic build up also contributes 
with 6,000 rooms under development, to be opened before 2013.
Table 3.3 shows that from 2002 to 2009 the RevPAR, ADR and occupancy movement 
continues to exhibit the peaks and troughs relationship of the London hotel sales and revenue 
performances. The instability of the London hotel market can be seen and it also illustrates 
the difficulties in setting up an RM strategy.
TABLE: 3 .3 :  LONDON HOTEL INDUSTRY PERFORMAMCE 2 0 0 0  TO 2 0 0 9
Years 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
ADRin(£) 91 43 88.41 96.16 102.53 113.43 127.8 129.2 122.7
RevPAR ; 68.12 65.69 74.77 78.64 93.58 103.5 103.1
RevPAR -13.2 -3.5 13.8 5.2 19.0 10.6 -0.4
% change
97.3
-5.6
Occupancy % 74.5 74.3 77.8 76.7 82.5 81.0 79.3 79.3
Source: TRI (2007, 2010) (ADR, RevPAR were base on pounds)
2009 was again a challenging year for the London hotel market and the chain hotel market 
suffered a decline in revenue and profit compared to 2007 and 2008. According to TRI 
(2010) the economic recession in 2009 also impacted hotel pipeline development and 
expansion plans within the London and UK due to the lack of capital from the financial 
market. The hotel industry property index also went down by 18.36% in 2008 (Caterer & 
Hotelkeeper, 2008).
As the conditions o f the recession lowered the barriers to entry they also widened the 
opportunity for the budget hotel industry to take advantage of the situation due to its
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resilience to the economic downturn (PriceWaterhouseCoopers, 2008c). The recession o f the 
1990's drove the leading hotel groups in the London area to increase their advertisement 
budgets and competitively differentiate their products and services through intensified 
branding in order to strengthen their position in the market. According to 
PriceWaterhouseCoopers (2008c), the hotel industry has been able to manage the current 
recession much better than past ones due to the development of communication technology, 
better broad analysis methods to be used in an RM strategy as well as sophisticated 
deployments of RM systems have enabled better respond to the patterns of demand. It can be 
noted that in the London hotel industry today, compared to the 1990's economic dovmtum, 
the current eeonomic downturn has more impact to performances due to the evolution of the 
internet which has also changed the business model of the industry 
(PriceWaterhouseCoopers, 2008c). The internet has revolutionised the different techniques 
for forecasting, benchmarking techniques, strategic segment targeting and tactical 
discounting in the London hotel industry. These methods also positively contribute to 
strategic RM development. The internet has also shaped the peaks and troughs of the hotel 
business cycle as new business models are being seen as well as management of hotel have 
shifted from property management rather to brand management. The hotel market today is 
characterised by multi brand strategies and an oligopolistic market structure of operation, The 
hotels firms have used the internet in developing multi -channel, web based distribution; 
systems and sophisticated RM systems to drive demand. Consumer eoncerns about Corporate 
Social Responsibility (CSR) can also be seen with the current recession and has also become 
an integrated aspect of the business strategy of hotels in the new economy. 
PriceWaterhouseCoopers (2008c) and TIR (2010) concludes that the current eeonomic down 
turn has increased the supply of branded budget hotels to 86,000 in 2008 as compared to
10,000 in the 1990s. The demand for hotel rooms has increased due to the trend towards 
shorter and more frequent holidays. The London hotel market has experienced this as it 
reeorded the highest ever in oceupancy in 2006.
In spite o f the economic down turn the general Gross Operating Profit (GOP) of the UK hotel 
market has gone up go up by 0.9 % to 33.8% of its total revenue, while in London GOP was 
43.1% of total revenue. London hotels have also managed to increase ADR from £126.42 in 
2007 to £133.68 in 2008. According to Caterer & Hotelkeeper (2009) despite the economic 
downturn, London hotel industry continues to see new investment in the hotel sectors as well 
as new hotel openings.
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The comparatively high GOP and the growth in London may be due to London being the 
capital of UK, the resilient leisure traveller and also the weak pound. The impact of cultural 
events such as Famborough Air show has also contributed to the performanee o f the hotel 
industry in London. The upcoming London Olympics is also going to have an impact on the 
supply o f new hotels and as PriceWaterhouseCoopers (2010b) pointed out, 2009 had a strong 
supply of new hotels and the highest growth rate for eight years. These findings demonstrate 
that fluctuations in the industry are not driven solely by demographic or geographic factors 
but also by economic indicators. In fact, the characteristies of the business cycle can be seen 
through the economic variables such as the credit spread, the rate of inflation, the stock 
market and the treasury-bill rate etc. All these are relied upon as proxies for anticipating the 
state o f the eeonomy.
However, despite such a climate, the economic recession has also made the budget hotel 
market to continuing to increase its market share and grow from 37,000 bedrooms in year 
2000 to 109,000 in 2010(TRI Consulting, 2010). The London budget sector RevPAR 
continues to grow by 9.9% from year to year while the full service had 6.1 % grovW:h (TRI 
Consulting, 2010). Oceupancy in the budget sector in 2008 was at 81.1% compared to 80.5% 
for the full service hotel sector (TRI Consulting, 2010). It is evident that the budget sector is 
increasing its coneentration level in the London hotel market. Kiessly et al (2009) pointed out 
that during economic downturn the luxury sectors are more resilient to the peaks and troughs 
than the midseale seetor of the hotel industry. London is also seeing new re- openings in 
2010, among them the Savoy with 174 rooms and Four Seasons Park Lane with 187 rooms. 
Mintel (2010) showed that the grov^h of the budget seetor is within the branded chains and 
the market leaders. The main branded budget hotels in London have increased by 13% over 
the last decade, while the mid market sector has had a gradual erosion (TRI Consulting,
2010). This may also be due to a flexible pricing strategy and improved serviee and product 
of the budget hotels. Economic of scale also gives it the advantage to move priee up or 
discount as necessary.
PriceWaterhouseCoopers, (2010b) stated that “the internet, in its infancy at the time o f the 
last recession, provided a level o f pricing transparency that worked both ways. It allowed 
customers to surf for the lowest prices as well as allowing operators to see the competitors’ 
pricing. The internet also provides (a very fast and cost effective) ability to change pricing at 
will” (pp. 9). Mintel (2010) stated that, since the recession, the budget sector has become an 
attractive product for corporate business.
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According to Leaver (2002), the groAvth of the low cost airlines has impacted the growth of 
the budget hotels and their strategic selling point is based on awareness of the value for 
money.
Not surprisingly has the corporate business segment also got attraeted to use the budget hotels 
in these hard economic times. The shift in consumer segmentation may also be influencing 
budget hotel performances as well as the branded chain growth. But according to 
PriceWaterhouseCoopers, (2009) the budget hotel are being given heavy competition by the 
midscale on priee and appealing packages for the eorporate business segment. This shows the 
understanding of the fundamental importance of supply and demand as a way o f looking at 
competitive forces within the hotel industry.
3.4 FINDINGS ON PERFORMANCES OF THE LONDON HOTEL INDUSTRY 
The performances of the London hotel market can be seen in the light of the movement o f the 
business cycle (growth or decline) which are the peak and trough years in hotel industry over 
the last 3 decades (in this examination). The ‘peaks’ (boom) years in the London hotel 
industry were during the years 1982 to 1986 which showed good revenues as well as a 
growing into an economic of scale through mergers & acquisition and brands (owned, 
managed, affiliated or franchised). This had an impact o f the revenue and business 
performances o f the industry during the years 1992-1998, 2004 and 2006 to 2007. The 
‘trough’ (busted) years of the London hotel industry, werel 980-1981,1986, 1988, 1990 to 
1992, 1999 to2003, and 2008 to 2009 where the industry experienced a recession. The 
deepest ‘trough’, which weakened the total business performance o f the industry, came with 
IRA bombs and unemployment in 1980, with the gulf war in 1991 and with the September 11 
2001 whieh lasted through to 2003 as a result o f the Iraq war and SARS. Again, the London 
hotel industry faced tough years in 2008 to 2009 due to the global credit crunch. These 
circumstances have weakened revenue and business performanee and this weakening has 
continued into the present year, hence pushing the industry and putting it at risk. These 
factors, the boom and the bust, are characteristics of the economic fluctuation and the 
business cycle.
In spite o f the economic downturn, London hotel industry continues to grow. New room 
supply is being built for the upcoming London Olympics. Revenue and profit maximisation 
still proves to be challenging due to the changing market structure, with strong competition 
between the hotel sectors where the budget sector is impressively pushing itself to gain the
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economics of scale and to enlarge its market share. However, the London hotel market is 
dominated by a few large hotel eompanies with multiple brands. This has become the new 
management principle adapted in the 21st century in response to changing environmental 
demands. Communication technology has also become a key strategy to better and faster 
response to changes in demand and to the declining revenue within the London hotel sector.
3.5 CONCLUSION ON EVALUATION OF THE LEADING INDICATORS OF 
LONDON HOTEL INDUSTRY TRENDS 
It is obvious that the hotel industry is subjeeted to the multi phenomenon forces within the
general economy, as well as to those which are industry related. In such circumstances the
tactical RM techniques proposed in section 2.2 (Table 2.1 page 9) by some researchers and
practitioners have proven invaluable. The peaks and troughs of London hotel performances
can be seen from the changes of historieal trends of the business cycle through the process of
different dependent and explanatory variables (econometric analysis). The variables are the
market structure of hotel industry, growth of hotel supply, general eeonomic outlook for
pricing and inflation, the occupaney level, ADR, RevPAR, unemployment rate, GDP growth,
terrorism effect, ARR, stock market monitoring, housing industry performances, consumer
price indexes, net profitability, rooms demand and supply, foreign travel, mergers and
acquisitions, the exchange rate and the pattern of travel. Therefore, an understanding o f the
strategic threats, as well as the capacity to competitively seize the market opportunities and
the ability to use the peaks and troughs of the industry swing to make the right strategic
choices is necessary in order to shape strategic RM.
The analysis of the secondary data could not show how the London hotels are managing their 
strategic revenue management decisions in the competitive business environment, an 
environment further challenged by the current eeonomic recession. The secondary data did on 
the other hand show the kind of important indicators that should be used in developing and 
planning an RM strategy, but it did not show whether this type o f information is being 
eollected by the London hotel industry to forecast and develop RM strategy.
The review of the empirical and theoretical literature in chapter two and the analysis in 
chapter three have informed the researcher about the kind of research methods and strategies 
that should be used in this study. It has also set the conceptual framework for the primary 
data collection as well as linked the concept with the literature to establish evidence from the
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analysis o f the primary data. Therefore, the primary data collection is being employed 
through interviews with RM managers or Revenue Directors of different hotel companies.
The next chapter diseusses the researeh methodology, the strategy and the design employed 
in this study.
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CHAPTER: 4
RESEARCH STRATEGY AND DESIGN
4.1 INTRODUCTION
This chapter introduces the research methodology guiding the study. The introduction is 
followed by an examination of the framework o f the research strategy adapted and the 
methods used in the data colleetion. Furthermore, this chapter also provide details on how the 
sample was selected and how access was facilitated and maintained. Finally, this chapter 
shows how data from the participating hotels was gathered and how it will be analysed.
4.2 RESEARCH STRATEGY
The philosophical framework underlining this research is critical realism. The research is 
influenced by the ontologieal and epistemological assumptions of the researcher. Aceording 
to Bryman and Bell (2007) epistemology shows that the development o f the research and the 
interpretation of findings are affeeted by what is viewed as acceptable knowledge in a 
discipline.
The purpose of this research was to investigate what has been the role of RM systems and 
what are the processes o f developing a strategic revenue management for the hotel industry in 
a competitive business environment which is also affected by the current economic recession. 
This research falls within the category of exploratory research, which relies on the collection 
of qualitative data and an inductive strategic approach (Sekaran and Bougie, 2010). An 
inductive approaeh, as in this research, will allow the researcher to explore and evaluate how 
the revenue management systems in the hotel industry have been used in a changing and 
competitive business environment. Exploratory research is a valuable mean o f finding out 
“what is happening, to seek new insight; to ask questions and to assess phenomena in new 
light” (Robson, 2002, p.39). Hence an exploratory study is used when the problem has not 
been the subject o f much research or where the information available is not useful any more.
In an increasingly competitive milieu, it is important to use an exploratory study which is the 
most suitable method to provide a better eomprehension o f the state of the problem. 
Descriptive research is “to portray an accurate profile of person’s events or situations” 
(Robson 2002, p.59).
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The use of descriptive research is usually for finding out or to describe the characteristics of 
situations (Saunders et ah, 2009). Hypothesis testing is good at explaining the nature of 
certain relationships or to establish the differences between groups as well as in determining 
the independences o f two or more factors in a situation. Hence, it will be adopted to predict 
organisational outcome.
In addition the researcher is using multiple data collection methods with data from different 
hospitality consultants and from government statistics. This data is also used in the process of 
triangulation with the findings in order to avoid bias and to establish credibility and validity 
for this study. Qualitative studies should adopt a rigorous and holistic thinking with the aim 
to effectively conneet evidence with theoretical or conceptual framework in order to reach 
appropriate explanations and conclusions or alternative (Yin, 2003).
4 .3  SAMPLING DESIGN
The population of this research is a sample choice of six RM managers from six different 
hotels companies in London. Guerrier and Lockwood (1991, p. 157) state that “any research 
study concerned with the hospitality industry should start with an attempt to define the 
population from which a sample can be seleeted”. Due to the non-homogeneous population 
(managers ) in which the research is carried out, a non- probability sampling technique will 
be used based on revenue managers from five different hotel companies in the different 
market segments in the London area. The time given for the project inhibits a larger 
population. According to Saunders et al. (2009, p.230) non probability allows “ sampling 
where it is not possible to specify the probability that any person or other unit on which the 
survey is based will be included in the sample, providing researchers with the opportunity to 
select samples purposively and enabling them to reach difficult -to-identify members o f the 
population". A purposive sampling was used for this research in selecting the population for 
interviews. Interviewing the Revenue manager or Revenue Director o f all the hotel 
companies in London is costly, time consuming and also not possible. A purposive sampling 
is gathering information from populations that have been chosen for the interest o f the case or 
where the focus is on unusual or special cases which need in-depth understanding (Saunders 
et al., 2010; Sekaran and Bougie, 2010; Creswell, 2008 and Patton, 2002). They stated that 
purposive sampling is the most common method used for single or multiple case studies. 
Saunders et al., (2009) pointed out that purpose sampling allows data to be collected fast and
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efficient. The author also pointed out that single or multiple case studies use an exploratory 
research.
For this research, initially nine different hotel chains (companies) were approached via an 
email informing them about the research topic by outlining its core objectives. They were 
also informed about the identity of the researcher, the research was for academic purposes, 
the supervisory institute and they were given a brief overview of the issues to be covered in 
the interview. A follow- up visit and phone ealls were made, but some of the hotel companies 
were still having problems with the issues o f confidentiality. Although the hotels were 
provided with assuranees that this researeh was for aeademic purposes only, they still saw a 
threat especially when they got to know that the researcher is an MBA student majoring in 
hospitality. This was due to the faet that some of the hotel companies saw the researcher as a 
possible future member of the competition. The proeess of gaining access to the hotels 
chosen was really a challenging task especially with issues regarding revenue management. 
The hotels companies were reluctant and doubtful about outsiders coming to conduct an in- 
depth research. Roper et al., (2007) stated that it is indeed very difficult to gain access and 
eonduct empirical research on issues with revenue management within the hotel.
Eventually, two RM managers agreed to participate, and the researcher also gained access to 
three more hotel companies through the help o f professor's at the university. The names and 
contacts of four senior managers in different hotel chains were given to the researcher to 
contact. These four managers were contacted and three of the managers responded willing to 
participate. Through this the researcher also gained additional access into three more hotel 
companies. Finally, of a total of 12 eontacts made with different hotel companies (Chains) 
only 5 agreed to participate in the research as in Table 4.1 below. Therefore a total o f five 
managers were purposively selected for the interviews of this research. For confidentiality 
purposes the hotel companies will be referred to as M Hotel-Group, H Hotel-Group, T Hotel- 
Group, R Hotel-Group and P Hotel-Group.
4.4 DATA COLLECTION METHODS
Saunders, Lewis and Thornhill (2009) classified data collection methods into two categories: 
Primary and seeondary data collection. In this research both types o f data will be collected 
because of the nature and the scope of the research questions.
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4.4.1 Secondary  da ta  collection
Secondary data from different sources is an appropriate data collection method that was used 
in this research. Sekaran and Bougie (2010) pointed out that secondary data is information 
collected by other researchers, while Ghauri et al. (1995) suggested that secondary data is a 
good foundation for the beginning o f the research. In an exploratory researeh project on RM 
strategy as this one, one difficulty is to find information about events and trends in 
relationship with an organisation's environment which could give a good picture of how the 
environmental uncertainty impacts the maximisation of revenue in the hotel industry. 
Therefore part of the research utilises secondary data which cover the performances o f the 
whole hotel industry o f London. Hodder (2003, p, 156) says that “ access to documents can 
be easy and at low cost, as the information provided may differ fi*om and may not be
available in spoken form and give historical insight”. The secondary data collection
methods used were the university library channels, books, journals and articles obtained 
through the internet. Furthermore, hotel industry specific reports with analytical comparisons 
of the UK and London hotel market performance indicators were used as well as statistical 
reports from PriceWaterhouseCoopers consultants, TRI hospitality consultants and Smith 
travel research (hospitality consultant). Government statistical data of the economic 
performance indicators were also used to support the analyses. Yin (2003) explained that 
different sources o f documentation can be used to support findings and suggested that any 
inconsistency found between documents and main data provides an opportunity to probe into 
the topic. The secondary data allow a good evaluation and cross checking between findings 
and related patterns of what are the impacts, threats and opportunities, probability of impacts 
and interdependency with other threads like history of events, rate o f change in the general 
eeonomic and expected duration which are also significant issues in effecting RM strategy. 
This information and data is used to complement the primary sources and validate the 
interviewee’s statements as the attitudes and bias from the interviewees is the main limitation 
of the interview method (Wolcott, 2001) .The use of such a method allows the researcher a 
great amount of flexibility in the studies and also provides further validation of the findings.
4.4.2 P r im ary  da ta  collection
The large amount of secondary sources available proves that the eeonomic recession, the 
movement of the business cycle and the competitive market structure have seriously impacted 
the role o f RM system and the business performance of the hotel industry in London. But the 
secondary data analysis have not shown whether the decision making and forecasting
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(planning) of the strategic RM is based only on the information the system produce or also 
aceording to information from other sources in the business environment. Therefore, in order 
to fully resolve the research problem, primary researeh was collected through a semi­
structured interview of revenue managers o f the chosen hotel companies. This data-gathering 
method allows the researcher to collect information about the forecasting techniques that are 
being used to strategise their RM development in the changing business environment. 
Saunders et al. (2009) defined the primary research process as information or data collected 
by the author specifically for research purposes. The most widely used methods for gathering 
primary data are interviews, surveys, questionnaires and observation. The choosing of the 
interview method for this study was considered as appropriate because the exploration 
proeess was the main drive of the study and would add valuable and rich data to the research 
topic. Pattons (2002) and Robson (2002) sees interviewing as an exploratory tool which helps 
to explain the meaning of the findings, to validate unexpected results shown by other 
methods of data collection and it allows the researcher to look into the participants thinking 
process whieh cannot be directly observed. Pattons (2002) explained that the process of 
interviewing allows knowledge to be collected from the individuals through the conversation 
in which their point of view is meaningfully expressed. The interviewee can also influence 
the proeess which could give a new focus to the research and of course could new essential 
points emerge from the interview (Bryman and Bell, 2009). The interview process is carried 
out through, either structured, unstructured, semi-structured or in-depth interviews (Saunders 
et al., 2009 and Fontana and Frey, 2003). In this research semi-structured interviews are used.
4 .4 .2 .1  Sem i- structured  IntervieAVS
The primary data was gathered through face-to face semi-structured interviews with people 
from 5 different hotel companies in the London area. These hotel companies are operating in 
different market segments such as luxury, upscale, mid scale and economy. Unstructured 
interviews have no predetermined list of questions to ask during the interview. This requires 
the interviewer to have not only a large amount of experience and knowledge about the 
subject, but also a strong ability to guide the interviewees during the interview. Fraenkal and 
Wallen (2005) noted that a semi-structured interview has the ability to capture the 
experiences and thoughts of the respondent and Saunders et al (2009) suggested that this is 
the more suitable method with exploratory research. According to Kvale (1996) semi­
structured interviews provides the researcher the opportunity to probe answers in order to 
explore responses that are of importance to the research topic.
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Semi-structured interviews with the Revenue Managers or the Revenue Directors o f five 
different hotel chains in the London area were earried out (see an example of the interview 
questions Appendices B, page, 123-124). Using the semi-structured interview technique, the 
researcher was able to collect in depth knowledge from the respondents on how they are 
gathering information about the business environment for RM decisions, what benchmarking 
techniques are used and how is the market structure monitored. Furthermore the researcher 
also found out how they collect competitive intelligence to make their RM strategic decision 
within a complex and uncertain market environment. The themes and variables which 
emerged from the initial literature reviewing proeess assisted the researcher in understanding 
the techniques and the strategic concepts which are shaping RM practice and principles. The 
semi-structured interview proeess also allows the respondent freedom to express their 
thoughts and opinions and some questions were discussed between the researeher and the 
respondent. This interview method also allows a more systematic facial conversation process. 
Moreover, the method allows the researcher to ask additional questions or ask the respondent 
for further explanation if  necessary for clarity. Saunders et al. (2009) and Fontana and Frey 
(2003) identified that semi-structured interviews allow the interviewer some freedom to share 
new or unusual insight.
4 .4 .2 .2  In te rv ie w  D esign
A form of flexibility was offered to the interview participants giving them the choice to either 
participate over the telephone or faee to face at their convenienee. Aceording to Fraenkal and 
Wallen (2005) this proeess ensures a good response allowing the respondents to give out a lot 
of thoughtful and experienced information. Before the interview the researcher discussed 
with the respondents in regards to the length o f the interview, established parameters of 
anonymity and confidentiality and also asking the participants for permission to record the 
interview on tape. Fontana and Frey, (2003) pointed out that this style of interview ensures 
the same base line of inquiry with the persons interviewed and will also give the freedom to 
pursue new or unusual directions of questioning.
The researcher pursued the study with confidence and the interviews were conducted in the 
period during August and September 2010, some through the telephone and others at the 
hotel unit offices in London. The manner o f using both telephone and faee to face interviews 
for data collection is growing among many research works and data collected over the 
telephone is of as good quality as of face to faee interviews (Carr and Worth, 2001).
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Before the interview, information about the hotel companies was gathered from the internet 
by visiting the company’s website and also using different search engines to get information 
about, among many things, which market segment these hotels are positioned in, how large 
they are and what kind of brand and how many brands are they operating in London. This 
was done to give the researcher some strategic knowledge of the companies so that the 
interview could concentrate solely on RM strategy. A total of five managers were 
participating in the research as in Table 4.1.
TABLE 4.1: OVERVIEW OF THE INTERVIEWEES & HOTEL COMPANIES
Hotel companies and 
business format
M Hotels-Group; 
Owned, Management 
Contract and 
Franchised.
H Hotel-Group: 
Owned, Management 
Contract and 
Franchised.
T Hotel-Group: 
Owned, Management 
Contract and 
Franchised. 
RHoteLGroup: 
Franchised.
P HoteLGroup: 
Owned
Management level Responsibility
Revienne and sales 
Director
Revenue Director for 
Europe
Madceting & Revenue 
manager
Revienne & diannel 
analyst Manager
General & Revenue 
Project i^Wager
Strategic revenue plan 
for the all hotel 
operations in London
Strategic revenue 
developer and 
investment for all the 
hotels in Europe
Strategic revenue plans 
for the whole operations 
of the hotels
Strategic channel 
analyst and revenue 
monitor for all the 
franchised hotds in UK
Strategic and tactical 
revenue project and 
channel and inventory 
management in UK
Year in Interview
the hotel Type
industry
20 Personal
interview
20
10
Tdephone
interviev;:
Personal
interview’^
Personal
interview^
Personal
interview
The interview questions were prepared in advance. The questions are of open-end design in 
order to generate a maximum of in-depth information. The questions were divided in four 
categories. The first category sought general information about the work position o f the 
respondent. Category number two focused on the strategic development of RM and the 
challenges o f the business environment. The third part concentrated on how RM strategy is 
being monitored and how the hotels are using or gathering market and competitive 
intelligence in order to shape their revenue and profit maximisation strategy.
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The final and fourth category was about the manager’s personal projections of the trends and 
the future o f RM.
4.5. Reliability
“The concept of reliability refers to the demonstration that operations and processes o f the 
research can be repeated by other researchers, who then achieve similar findings, assuming 
that the methods and techniques applied remain consistent” (Riege, 2003 .p 81). Every 
measure has been taken to enhance the reliability of the study’s secondary sources which 
have been collected from different sources and reviewed. To ensure reliability these data 
were verified through multiple sources to ensure its consistency. These secondary sources are 
using data that is scrutinized by various public and corporate firms, investors, academics, 
through peer reviews as well as tourism and hospitality regulatory bodies. In addition, if 
another researcher would listen to the recorded tape interviews and analysis of the transcript, 
similar findings can be obtained.
4.6. Validity
Validity is considered as the fit between theoretical relationship and their correct operational 
indicators (Sekaran and Bougie, 2010, and Amaratunga and Baldry, 2001). Within this 
research validity constructs are established through a strong support in the literature. As an 
example the business cycle indicators used in the study are used by most academic 
researchers, industry consultants within the hotel industry and also the general business as 
well as government statistical agencies. The type o f indicators and the data used is widely 
accepted in this field of study. The researcher used different data collection methods and a 
triangulation was applied to the result o f the analysis of the data. According to Riege (2003) 
validity can be established through the use of multiple indicators o f measure and the use of 
different data collection methods as well as through a vigorous analysis o f the research.
4.7 DATA ANALYSIS
With the adoption of an inductive research strategy, the qualitative data for the various 
interviews will be organised and analysed by breaking down the data, synthesising it to be 
able to discover patterns, find connections and similarities or differences. The aim of 
qualitative data analysis is to find the connecting themes and patterns, to seek understanding 
of the relationship between the themes and patterns and to build a meaning of those 
relationships (Walsh, 2003 and Easterby-Smith et al., 2006).
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The interviews were recorded using a digital tape recorder and then transcribed and analysed 
on the basis of a thematic analysis. The thematic method was developed by Braun and Clarke 
(2006) and is used in analysing the transcripts. The authors suggested the thematic method as 
an efficient and effective way of analysing qualitative data, especially for an inductive 
research approach. The processes of thematic analysis allows the detection of important 
themes and patterns which are repeating in the summary of the data that has been gathered 
from the various sources (Dixon-woods et al., 2005 and Saunders et al., 2009). The thematic 
analysis approach also allows key themes, which the researcher did not intend to focus on, to 
be identified and further investigated (King, 2004). The thematic analysis is made up of six 
steps as shown in Table 4.2 and was used in analysing the interview data directly after the 
first interviews were being conducted in order to know if it was necessary to contact the 
interviewee for further information or clarification. This thematic analysis is a recursive 
process rather than a linear. (Example of interview transcript see Appendix. C, page 125-133)
TABLE: 4.2: THE MAIN STEPS OF THE DATA ANALYSIS (THEMATIC PROCESSES)
1 Familiarizing of data (interview s)
■ Reviewing and sorting infonnation was done by listening to the tape, locking into the notes and 
the transcript. The cdlected data was checked for clarity and vahéty and recurring themes and 
issues were noted for further analysis.
2 Developing primary basic code (intemews)
" Focus was on grouping the various themes and issues from the data of each single hotel chain and 
additionally also groqp the emerged thought and patterns.
3 Hunting for the key themes and issues
■ Specifically the main themes and issues of importance to answer the research questions were 
critically assessedto identify the connecting patterns between die various themes and issues.
4 Reviewing themes and issues for consistency
■ The emerged themes and issues were checked to see whether they were having similar pattern or
not.
5 Categorising and naming themes according to their strength and reliability
■ Compare all the themes with the aims and objectives of die whole research
6 Finally writing the report of what w as discov ered
■ The analyses were presented and ejqilained. The views of the respondent were compared and 
contrasted widithe findings from literature as well as examinedto find common and different 
views upon strategic RM devdopment in the hotd industry and the key points were summed up 
for further imurov ement.
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4.8 CONCLUSION ON RESEARCH STRATEGY AND DESIGN 
This chapter has addressed the key research strategy that influences the study. It has also 
demonstrated how the researcher adopted exploratory methods which used qualitative data 
collection and an inductive approach to investigate the factors or indictors involved in the 
strategic development of RM in the current challenging and competitive business 
environment. The researcher also identified how challenging it can be to gain access to 
qualitative research data from companies and how to effectively make qualitative studies and 
analysis in order to build reliability and validity for the research.
The next chapter will show the process o f evaluating the findings from the five hotel 
companies, with the use o f the theoretical concepts and themes developed in chapters 
two and three.
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CHAPTER: 5
PRACTICAL INSIDES ON STRATEGIC 
RM DEVELOPMENT WITHIN THE 
LONDON HOTEL INDUSTRY_________ __
5.1 INTRODUCTION
This chapter discusses the data collected from five hotel companies within the London area 
through semi-structured interviews. These empirical research findings are about how 
Revenue Managers or Directors are making their strategic revenue management decisions in 
the competitive business.
5.2 M HOTEL-GROUP
M Hotel-Group is operating in different market segments such as luxury, upscale, mid scale 
and economy and has different categories of brand hotels in London and internationally. The 
interviewee is currently working as the Revenue and Sales Director. The respondent is 
managing the sales and marketing teams in their head office from where they plan and 
monitor the whole revenue generating strategy for rooms, food and Beverage (F&B), event 
and conferences and Spa facilities in London, the UK and Ireland. The main role and 
responsibility is to ensure a revenue focus throughout the company’s decisions at the 
corporate level, the business unit level and at the property level. To grow revenue and market 
share the M Hotel-Group have different affiliation choices such as ownership, management 
contract and franchise. This has become a key strategy for them in balancing their revenue 
performance within different markets.
5.2.1 STRATEGIC RM DEVELOPMENT IN THE M HOTEL-GROUP
The Revenue and Sales Director of the M Hotel-Group explained that RM strategies are 
developed within the organisation from the corporate level to the unit level:
''Our strategic RM development is a big part o f our organisation’s planning, with eight 
corporate strategy planning managers who organise and develop the companies ’ long- term 
RM strategy for the different groups o f hotel brands within our organisation. We foster an 
open environment where communication is a priority for all, where all revenue managers. 
Sales & marketing managers, operational managers and the general managers are involved 
in planning the individual RM strategy for each hotel unit with conjunction with the overall 
corporate strategy. This disciple is our companies ’ most top priorities today”.
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M Hotel-Group elucidate that it is important to evaluate your market share and competitive 
positioning within the market, before beginning forecasting and developing an RM strategy. 
The interviewee emphasised that demand for their hotels in London does not occur in a 
vacuum. Therefore, actions and plans of other competing hotel companies will have an effect 
on demand for their hotel. So it is important that the right information is collected and 
analysed in depth, to manage demand and respond better to revenue profitability issues and 
not just generate revenue at any cost.
M Hotel-Group believes that strategic RM developing should be based on the process of 
effectively scanning the business environment through the gathering of internal and external 
information.
Internal data gathered from the various hotel units:
• historical data of customer bookings
• channels and reservation details
• occupancy reports
• current and historical data for on sale
• inventory o f all room types
• rates and source of
External data gathered from the various hotel units:
data from the different channels of distribution to learn their results 
the state of the general economy activities and government policies 
the level o f travel
the demand for corporate businesses 
competitors annual reports and new moves 
year ahead reports 
new business forecast
the news papers to see the state o f political forces 
the internet and social network sites 
Smith travel research report and TRI hospitality consultants
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All these data gathered from both internal and external sources helps the M Hotel-Group to 
determine the overall market demand as well as it is the foundation for the development of 
their RM strategy and for forecasting demand and supply.
M Hotel-Group also utilise their internal system to gather information regarding their 
consumers. This information is used to understand the characteristics of its market, product 
and price. Based on all these indicators a number of RM strategies are developed in 
accordance to the overall corporate strategy and the market position giving the possibility to 
effectively and efficiently set price and manage its inventory in order to seek profit 
maximisation as well as predict consumers’ future demand for products and services.
The interviewee stressed that their global RM system gives them information of the overall 
performance of each hotel unit as well as the overall profitability. It also produces three 
different statistical reports which are useful for unit or regional RM managers to benchmark 
their RM strategy against other units within their area or location. M Hotel-Group RM system 
helps in organising and coordinate RM issues from the corporate level to the unit level.
In order to remain competitive on the market, M Hotel-Group obtain and maintain a lot of 
guest information acquired through their customer loyalty program which plays a vital role in 
developing the RM strategy as it is through this program M Hotel-Group conduct customer 
surveys and price analysis which helps them to assess the perceived value o f the products and 
services being offered in the different hotel chains and brands. Through this information M 
Hotel-Group also becomes aware of physical deficiencies in their hotels, customer services 
gaps and whether there is a need for training within the organisation. This information is also 
very critical for the organisation to set its pricing structure which also forms a critical part of 
the RM strategy.
RM systems and property management system (PMS) helps in short-term RM strategic 
decisions but for long-term RM strategy:
“We use more addition market reports from Smith travel research report, TravelCLICK 
report and TRI hospitality consultants and the different external information gathered within 
the business environment like upcoming events and what happen in their area etc. We depend 
on this information to develop RM strategy and to forecast our demand strategy
Primarily M Hotel-Group uses both their RM system information and the PMS as well as the 
information collected from the external business environment to develop new products and
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services, retain the desired mix of customers and to develop an optimal mix of potential 
revenue businesses.
Although M Hotel-Group, is under a worldv^ide chain operation and have a global RM 
system, as the system does not take into account any external information, it cannot produce 
some of the important general information about the hotel industry which is of vital 
importance in order to develop an RM and pricing strategy. Likewise the RM system cannot 
monitor the actions of M Hotel-Group competitors with regards to their product quality, 
improvement, supply change, pricing strategies and service offering etc.
“Therefore we book rooms and are spending some days in our competitor’s places just to 
gather information. This information is analysed and closely compared to our hotels in order 
for us to create strong revenue practices throughout the hotel and the organisation ” said the 
RM manager.
In terms of the current economic recession it really did impact the M Hotel-Group. They 
implemented a tactical strategy which used discounting and run a lot of promotional activities 
in order to survive. But, the hotel companies have managed to survive due to better 
understanding of their customers and their competitors around. The internet has forever 
changed the market place, with any company or consumer just surfing to find a deal.
“In our current organization we evaluate and plan our internet distribution strategy which 
has shaped our RM strategy. We sell a lot more o f our rooms and services through the 
internet today. The internet and the electronic distribution systems have also enabled us to 
keep a close eye on the competition. As a result we have set a price transparency for all our 
online distribution channels”.
The interviewee acknowledged that the London 2012 Olympic Games have increased supply 
in the market and consequently increased the competition. “Competition has also changed the 
market with price war but our company’s products compete differently both internally and 
externally”. The interviewee also mentioned that their size in the hotel market also helps 
them to compete with other hotel companies in possession of big marketing budgets.
The Revenue and Sales Director pointed out that RM will continue to grow in importance for 
the hotel industry but the objective of attaining rate and occupancy will no longer be the 
primary goal but rather will RevPAR profitability of the whole hotel operations be the goal 
on which RM strategy is based. Furthermore, the internet and the development of technology 
will continue to be critical to the distribution channels as well as to the challenges that RM 
strategy will be facing tomorrow.
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5.3 H HOTEL-GROUP
H Hotel-Group is operating in different market segments such as luxury, upscale, mid scale 
and economy and has different categories of brand hotels in London and international. The 
interviewee is the Revenue Director for Western Europe, and oversees the overall 
maximisation of profit and growing of revenue for the hotel chains around Western Europe. 
Responsibilities includes planning and developing the revenue strategy for the hotel brands in 
Europe, developing an e-commerce strategy, growing the market share and develop 
promotions, manage and monitor central reservation systems and global distribution systems 
to maintain consistency with all the hotel chains which are part of the company’s brands.
H Hotel Group operates a large portfolio of different business formats such as ownership, 
management contract and franchise. As with other companies this is their method to grow 
revenue and expand. With franchising the hotels companies can develop and enter new 
market both in developed and non developed strategic locations with a low risk, but the 
returns are also low. The mix of different affiliation choices of the H Hotel Group gives it the 
advantage o f balancing its strategic profit maximisation as well as the growth.
5.3.1 STRATEGIC RM DEVELOPMENT IN THE H HOTEL-GROUP
The Revenue Director o f H Hotel-Group stated that deployment and development o f RM 
strategy within their organisation is:
“One o f the top strategies o f our hotel companies is RM development and planning.
Decisions about RM are formed at corporate level in conjunction with our global strategy. 
Although different RM strategies are developed for different hotels brands they are all 
managed and organised under one head office. We have more than 500 persons working in 
the RM unit which comprise o f sale and marketing managers, revenue managers, revenue 
analysts, general managers, brand managers etc. But the unit or property manager has the 
main responsibility in each hotel to shape the RM strategy and align with company 
strategies”. In the big picture developing and planning RM strategy involve corporate level, 
property level and unit level”.
H Hotel-Group firstly collects and gathers information from within their organisation and 
from its conducted market research. They also collect statistical reports produced by the 
tourist boards, travel projection from the airlines, professional research firms and about major 
world events. This information is analysed and evaluated to understand the demands o f the 
individual markets. The Global distribution Systems (GDS), PMS in the individual hotel unit 
and the web booking site (reservations) of the H Hotel-Group are also integrated in the 
corporate head office which allow them to collect demographic information and purchasing
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habits of customers who are using the company’s products and services. Statistical analysis 
and reports like booking patterns and pace analysis, major event pending, year ahead reports 
as well as external market reports from Smith travel research (STR) and TravelCLICK are 
used to determine and anticipate demand. This is key information and important to RM 
strategic development and decision making.
H Hotel-Group also captures information from their frequent guest program and are also 
asking their customers which competitors they utilise. H Hotel-Group also makes use of 
information from employees and they perform site visits on the competitor premises. This is 
all vital market intelligence and after analysis this information is used as a part of the 
strategic RM process. Through this market intelligence the H Hotel-Group understand 
customers in the market making them able to develop and implement effective pricing 
strategies fit for each individual brand and individual market segment. As the Revenue 
Director stated:
“Customer knowledge is very -very critical to the RM strategy development process as well 
as it is the key for our companies to maximise profit and growth. Our continuous assessment 
o f internal processes within the organization set us ahead o f our competitors and 
differentiates our products and services in the global market place ”
Furthermore, the distinctive competencies of the H Hotel-Group are also a part of the process 
o f collecting series o f external data that are used in their RM strategic development and 
decision making. The interviewee pointed out that there are systems in place which 
continuously collect information on customers and market demography, social and cultural 
trends, environmental issues and political forces. Economic variables like interest rates, 
inflations, energy prices, unemployment and movements in the stock market are also 
continually monitored. This information is statistically analysed to see the level of impact it 
may have on their RM strategic decisions. “This is critical risk assessments which also apply 
to our RM strategic development processes which help to improve our demand forecast”.
Hence, the interviewee indicated that the assessment of the business environment is a critical 
and fundamental for the positioning of the company in the market and to find out what is 
right or wrong for them and also for the selection of the appropriate distribution channels.
The global RM system and PMS of the H Hotel-Group produce a number of good reports 
which they use to make RM strategy decisions.
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“But it is important that human judgment and intuition are used in demand forecasting 
especially with the collection and analysis o f external reports which are part o f the 
information that we use. The RM system and PMS are all computer systems which are fed  by 
people (with possible errors) .Therefore, some o f the analysis usedfor RM decisions needs 
human capabilities”.
(By the Revenue Director)
The external reports from STR, showing the various hotel market performances of RevPAR, 
ADR & ARR, are some indicators which are used to monitor and develop the H Hotel- 
Group’s supply and demand forecasting. In addition, reports from PriceWaterhouseCoopers, 
statistical reports from World Tourism Organization (WTO) and the local/country tourist 
boards as well as the governmental general budgets of the economically developed countries 
are indicators that are used to monitor their supply as well as for developing the demand 
forecasting. The interviewee expressed that the RM internal reports from their various hotel 
chains are statistical interpretations and this information is shared among all its hotel chains 
or units to benchmark the revenue performances at the local area unit level, at the regional 
market level, country market level and at international business level. H Hotel-Group also 
benchmark their RM performance against various competing hotels chains and companies 
through the annual financial reports of the competitors, obtained either directly through the 
internet or by using the reports produced by the STR.
As the economic recession affected also the H Hotel-Group in London, prices dropped, 
promotions were run through different channels of distribution (third party, websites, 
wholesale, opaque site). Advertising and promotion was also done through some o f their non­
equity collaborative partners such as an airline and a car rental service. A lot o f target 
marketing was done through its profitable customer loyalty program. However, this strategy 
helps to fill the capacity but only generates revenue to just about cover its cost. The 
interviewee stated that:
“Owr cost o f distribution did not increase and the strength o f our hotel brands worldwide did 
put us in a better position than most o f our competitors. We did experience a competitive 
price war and polarisation among the various hotel properties, as well as the supply o f new 
hotel for London 2012 Olympic game made the London area an uneasy place to be in
H Hotel-Group believes that information technology has a significant impact on their RM 
strategy as the companies are selling most of its products and services through the e- 
commerce distribution channels. The interviewee stated that consumers are getting more and
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more sophisticated due to the availability o f the internet and it has changed where, when and 
how customers are making bookings and purchases. Therefore price guarantee on e- 
commerce distribution channels has become critical and has also changed the way the 
organisation develops its dynamic pricing strategies.
The Revenue Director of H Hotel-Group pointed out that in the next decade RM will evolve 
into every property o f the hotels as well as integrating into the organisational structure. 
Technology and gathering customer information will certainly be keys to RM success. The 
interviewee concluded that managing in the London hotel industry, with a hardening 
competition and bigger supply structures, is a challenging task as there are not enough 
revenue managers to meet the demand.
5.4 T HOTEL-GROUP
As with the other groups the T Hotel-Group is operating in different market segments. They 
have luxury, upscale, and mid scale segments and different categories of hotels brands spread 
globally. Within the London area, the T Hotel-Group has just a few hotels chains in the 
luxury and upscale market. Currently working as the Marketing & Revenue Strategy 
Manager for the London hotels, the interviewee is responsible for all the revenue streams and 
for developing the whole RM strategy for the hotel brand. This includes food and beverage, 
conference and banqueting and other services within the hotel. The focus of the Marketing & 
Revenue Strategy Manager is to drive revenue and profitability of the unit properties in 
regards to the corporate and the business level strategic goals. The T Hotel Group also has a 
portfolio of different business formats all over the world such as ownership, management 
contract and franchise. This is a critical part of its strategy as a way of growing revenue, gain 
market share and expanding brands. They see this as a requirement of the hotel business in 
order to stay competitive.
5.4.1 STRATEGIC RM DEVELOPMENT IN THE T HOTEL-GROUP
The strategic RM development of T Hotel-Group is made at the head office and then 
dispersed down to the business level as well as to the unit property. However, the RM 
strategy is shaped by local unit properties and has to be in line with the corporate strategic 
goals. The Marketing & Revenue Strategy Manager stated that some strategic RM decisions 
are made solely at the corporate office:
“Promotions are run from Head Office as are strategic rate promotions for the whole 
company globally...”
The interviewee explained that the kind of information they look into and gather for their RM 
decisions comes from tracking and reviewing information on where their sources of business 
are coming from as well as its geographic location. Their distribution channels and third party 
channels also provide information which is used in the RM decision process. T Hotel-Group 
Information Data System (IDS) collect historical information on consumer purchasing 
patterns like denials and regrets, cancellations and no-shows, walks-in, bookings and pace 
reports and comparisons to historical sales are used for RM decision. This pattern can also 
produce a level o f demand forecasting. The interviewee pointed out that information is also 
gathered through demands and trends of their facilities as well as those of the general market.
Furthermore, market and competitive intelligence is collected from sector performance 
reports, STR reports and TravelCLICK. The Internet allows it to shop around to see what 
prices competitors are displaying. Internet is also the place where they are placing their 
marketing promotions and collect an abundance of critical information which is used in 
developing their strategic RM. It can also be noted that the T Hotel-Group benchmark their 
RM strategy success with external market reports like the general hotel performance rankings 
from STR as well as with the performances o f its competitive set. The interviewee stated that 
they also do self monitoring and gather information regarding their competitor’s strengths.
“Actually, last year when we did the business plan, we all went and stayed in our competitor 
hotels, just to really sort of, get a feel for... what’s the hotel like, you know! Who are they 
selling to, how do they appeal to customers and keep up with their renovations, and what’s 
going on ”.
(By the Marketing & Revenue Strategy Manager)
Customer knowledge is acquired through the organisations marketing intelligence program or 
through reported food and beverage sales, guest comment cards, meal cover reports and 
segmentation sale statistics. All this information is internally gathered and used for RM 
developing and strategic decision making. This information provides a better understanding 
of the customers and where the company’s products & services are positioned in the 
marketplace. The interviewee concludes that external information is also very critical in order 
to know how the general hotel market performance is. RevPAR, ADR and ARR are some 
indicators which are used to monitor and develop its supply and demand forecasting. Other 
indicators monitored are the general economy performance and the stock market, the 
changing taste and trends of consumers, the likeness of terrorism action, the cost of fuel and 
the growing of new supply.
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This information is very vital to the T Hotel-Group’s RM decisions and the strategic 
positioning of the RM strategic plans. As the Marketing & Revenue Strategy Manager said:
“Absolutely, we’ve just done our business plan for 2011. It is a huge project, and obviously 
we had a kick-off meeting where we sat down, discussed overall strategies for the country. 
What’s the inflation going to be like, what’s the unemployment going to be like? exactly... the 
change in the government. How is that going to affect us? Absolutely, it’s a key part o f the 
decision making process ”.
When it comes to the capabilities of their RM system, it was noted that it is able to support 
the organisation’s tactical planning of RM. It is used on a daily, weekly, monthly and yearly 
basis to drive flexibility. But the RM system cannot give a big picture o f the whole hotel 
market performance and the changes o f demand and supply within the whole hotel industry.
It did react though, as the economic downturn started to affect the T Hotel-Group, by 
pointing to that room rates should be lowered.
When the recession started we wanted to lower the rates but we were told by Head Office: 
we ’re holding the rate the first three months o f2009! ”
(According to the Marketing & Revenue Strategy Manager)
During the recession in 2009 the competition in the hotel market was brutal and fierce due to 
a strong fall in demand for hospitality products and services. This resulted in a price war in 
the hotel market in London, so after the first three months of 2009 the T Hotel-Group reacted 
in order to keep its market share and to keep the business going. Different strategies, from 
discounting through promotional and the use o f different channels o f distribution were used. 
As mentioned by the interviewee:
“third party websites, and particularly the secret ones, were goodfor us. We could put a low 
rate out there, but not have our name on it”.
However it was noted that the platforms of the third party distribution channels had become 
important to their strategic RM, but the interviewee stressed that it is of importance that 
control and evaluation are put in place so it does not increase the distribution cost and affect 
the profitability. The internet has become a fundamental part o f RM strategic development as 
well as a key competitive advantage for growing revenue and creating effective channels of 
distribution. T Hotel-Group claim that competition continues to grow after the recession 
recovery period due to new supply o f room in the market for the London 2012 Olympic 
Games. These challenges are impacting its RM strategy. Furthermore, the interviewee 
revealed that in this competitive market it important that one can selectively target market
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segment s like frequent customers and the customer’s with higher profit generation. These are 
some of their unique niche strategies. Although they also a use non-equity collaborative 
strategy with specific airlines as a part o f its channel of distribution, its impact is not very big. 
The perceptual concept of positioning the hotel industry products and services within the 
competitive market was vital to RM strategy as claimed by the Marketing & Revenue 
Strategy Manager:
“We ’re actually a little bit higher than our competitive set, but that’s a completely conscious 
decision on where we ’re sitting, but obviously very much in line with the competition
The Marketing & Revenue Strategy Manager of the T Hotel-Group recognised that the 
potential and value o f RM will evolve to focus more on profitability for the hotel as a whole 
and have less focus on revenue generation. Driving revenue may only favour one side of the 
operations department, therefore, the total cost to entail operation should be conceded. The 
interviewee also concluded that competition and the growing of new supply are some critical 
challenges facing RM strategic decision within the London hotel industry.
5 .5  R HOTEL-GROUP
R Hotel-Group is also operating different market segments such as upscale, mid scale, 
economy and budget and has different categories of hotels brands spread globally. In London 
they operate in the upscale and midscale segments with several hotels. The interviewee is 
currently working as the Revenue and distribution strategy manager for the R Hotel-Group 
chain in UK and London and responsible for managing RM and distribution strategy, to 
evaluate and plan the most cost effective distribution channels in one o f the group’s London 
clusters. Other responsibilities are third party websites as well as the day to day operations as 
a Revenue manager in accordance’s to their corporate RM strategic goals. Franchising is the 
only business format that is being used by the R- Hotel Group. This affiliation choice has 
given it the ability to grow market share faster within the hotel industry with less risk but on 
the other hand this strategy does not give a high profit.
5.5.1 STRATEGIC RM DEVELOPMENT IN THE R HOTEL-GROUP
The Revenue and distribution strategy manager o f R Hotel-Group plan their RM strategy 
according to the strategies that are formed from the corporate level down to the business level 
and the unit level. The corporate team is made up of the marketing department and the RM 
strategic developers and make the majority of decisions about both the annual marketing plan 
and the strategic plan for the revenue management of the R Hotel-Group.
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It was also noted that the RM decisions and planning were shaped by the business and the 
unit level in regards to country and regional base which is in line with the overall RM 
strategy of the R Hotel-Group. Through this process they are able to respond effectively to 
changes in regards to their RM decisions induced by variations in the regional, local and 
country markets. As Revenue and distribution strategy manager said:
'Well, the unit manager has an awful lot o f autonomy, because at the end o f the day they’ve 
got their name above the hotel. They're the ones that are ultimately responsible for delivering 
the profitability for that unit. You have to trust them, and you have to give them the freedom, 
because they’re the ones on site. They're the ones in that local area. They understand their 
local market, and they should know who their customers are and what business is coming in, 
so they do hold a great deal o f sway when it comes to making the decision ”.
R Hotel-Group collect a variety of internal information from the all the various hotel units 
through their GDS as well as from their distribution website, platforms of third party 
distribution channels, travel agents and their GDS. With this information they are able to 
identify what their customers are booking and where they are coming from. Are they local 
customer from London or nearby or are they maybe international guest? Through this 
information some of the strategic RM decisions are made in regards to where more resources 
should be placed to capture demand. Likewise it also gives information about ineffective 
distribution channels so that resources are not put into those areas. Furthermore, the 
interviewee emphasised their central reservation systems (CRS). Future room bookings, 
booking pace, reports on F & B purchases, occupancy figures and reservation call statistics is 
some of the information that form part of their key decision making on RM. Strategically this 
information help them to update its RM strategic development as to price and advertising.
The interviewee pointed out that the information gathered from the various individual hotel 
units in London plus the information provided by the customers and consumers gives the 
group knowledge of their products and services. Guest folio information is collected from the 
units focusing on the total value of each customer which is used in segmenting and targeting 
the right consumers. This information is a key resource for developing strategic RM decisions 
and is vital market intelligence for the organization.
The Revenue and distribution strategy manager o f the R Hotel-Group stress that before 
beginning to develop forecasting or a RM strategy they also take into account external 
information. TravelCLICK reports, information from professional or social networks, local 
chamber of commerce and also events and newspapers is some of the data collected to make 
RM decisions.
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Moreover the R Hotel-Group continually assess and monitor various business environment 
factors like the customers and market trends, the level of future demand and supply, the state 
of the economy and government tax regulation actions, the change of governmental and 
political forces, the performance o f the London stock market index. This information and 
indicators help them to vigilant changes in the market’s supply and demand and prepare 
contingency to their RM strategy. The Revenue and distribution strategy manager emphasised 
that various competitors’ performance information is obtained from STR.
“Isuppose the big data sources we use are the STR. So we're looking at the benchmarking 
against our competitor sales, understanding how well the competitors are doing, in the 
market, compared to how our performance is. Clearly we want to try and outperform our 
competitors, and there are those trends that are produced by STR, are quite key..... ”.
(Revenue and distribution strategy manager)
The interviewee also highlighted that their companies collect information and continually 
monitor the London hotel industry index like RevPAR, Gross Operating Profit Per Available 
Room (GOPPAR) which is key information to the RM decision making. Through the hotel 
industry index important information on demand and about the competitive level o f the 
market is obtained and serves as a signpost for RM strategic development and planning. 
Although this information only provide the companies with the market trend performance and 
occupancy percentages, the interviewee noted that value of the data from the most popular 
external market report (STR) for the hotel industry was limited if  you want to use it for 
demand forecasting. This is due to the fact that:
“the trouble with the STR data, because it’s based on rooms revenues, you can get very 
heated up or concerned about the rooms revenues, and completely forget the fact that you’ve 
got F&B and conference and events, health clubs, leisure clubs, bringing in other revenue 
streams that you might be forgetting about. It would be great i f  that data could be taken to 
another level, because it just covers your occupancy and your room rates and your room 
revenue. I f  it could take that data further and look at total revenue, include all the others 
areas it would be great i f  that data could be taken another level ”.
Hotel business has large amount of fixed costs in its operations which affect its profit. 
Therefore, it is important that strategic RM development is seen from a holistic view, with 
the collection and analysis of all the right reports and information in order to drive revenue 
profitability and not just generating revenue at any cost. The interviewee also stressed that 
RM strategic development should commit to revenue management culture with increased 
profitability at all levels of the hotel as a result instead of just generating room revenue.
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Although the R Hotel-Group have a sophisticated RM system and is using multi-channel 
distribution platforms, it did struggle in the economic downturn as some of its property had to 
battle with new competition in the middle of the recessions. As stated by the Revenue and 
distribution strategy manager:
“Just to some o f our hotel for example, where there were two other new two hotels opened,
last year........In the middle o f a recession, in the city centre, and that had a huge impact on
every other hotel in the area including ours, and we struggled with that. We've come through 
it now, and it's starting to get better. London's been buoyant right the way through ”
Nevertheless, R Hotel-Group had to use short-term tactical offers. Discounting, promotions 
and one-one marketing strategy were used for both their corporate and frequent customers to 
attract business. It was also noted from the interviewee that the bigger hotel groups with 
extensive marketing budgets and stronger brands within the market have significantly 
increased the competition with new supply of hotels being built for the London Olympic 
2012 .
The Revenue and distribution strategy manager o f the R Hotel-Group pointed out that the 
internet will continue to play a key part in the process of RM strategic decisions and the next 
decade will see the consolidation o f the distribution channels. The hotel industry will push 
their customers to book through their own distribution channels and stop using third party 
channels. But the challenge today is the rate with which the competition is growing which 
increases the need for change in the RM strategy and those decisions are not easy to make.
5 .6  P HOTEL-GROUP
P Hotel-Group is operating chains o f hotels of London in the budget market segments. The 
interviewee is currently working as General and Revenue Project Manager and is responsible 
for a cluster of hotels in London. The main role is developing and analysing revenue 
strategies for all areas of the hotels in the cluster, while also train and develop the unit 
managers on performance and Support. Strategically the P-Hotel Group only focus on the 
ownership model as its affiliation choice, because the company sees that as the better way of 
growing revenue and control their RM strategy effectively and easily. Revenue return will be 
high but this business model also increases the level of risk as well as making the growth 
pace slower.
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5.6.1 STRATEGIC RM DEVELOPMENT IN THE PHOTEL-GROUP
The General and Revenue Project Manager of the P Hotel-Group stated that RM strategies 
are developed within the organisation from the corporate level to the unit level. The main 
head office is the place where most decisions concerning RM strategy are made according to 
the operations o f the organisation. The interviewee also explained that there is a team at the 
head office which is responsible for monitoring and controlling a cluster of hotels with regard 
to their Local RM strategic development on a weekly basis.
“Revenue management is one o f the most structuredfunctions within our organisation and 
100% commitment is given to it, from the director o f marketing to the head o f revenue 
manager. Then we have team which is heading the customers contact centre and a team o f 
managers on automation, RM analyst, distribution analyst, price analysts and regional
revenue managers. It is one o f the key requirements for our unit general managers ,
constant communication with the head office team is critical for unit managers too ”
Internal information like historical da ta , booking patterns, point of sales reports, personal 
observations, call centre statistics, F & B  sales reports, meal cover reports, channels and 
reservation reports, cancellations and no-shows and vendor reports is some of the information 
that is collected from the units of the P Hotel-Group through their PMS and information 
management system. This information is used as a part of their demand forecasting, and at 
the same time it is also a good source of marketing intelligence which extends to portrait the 
organisation’s customers. The interviewee also highlighted that the PMS capture a lot o f 
guest information as does the central reservation system, both of critical use to their strategic 
decisions on RM. It was recognised that the guest information captured through their RM 
systems provides an essential inside as to whether the organisation is pursuing the optimal 
market mix in their segmentation and selection.
The P Hotel-Group also has a Quality and Guest department which collect information about 
guest satisfaction through surveys. One use of this information is to assess the potential 
impact the changes in consumer behaviour may have on it products and services. Hence this 
information is also used in their strategic RM decision. Noted is also that the information and 
analysis from the guest satisfaction surveys is used as part of the development of new 
products and services or the modification of existing products and services in order to 
increase revenue profits.
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"Customers actions are very important to our revenue growth and profit. Therefore we as a 
company have always strived to give our customers a good value for money. We even have a 
policy in place in which we tell our guest that i f  they are not satisfied we refund their money”
(By General and Revenue Project Manager)
Furthermore, the General and Revenue Project Manager also pointed out that information 
about competitors and their actions is continually collected through the electronic distribution 
systems and websites of the competitors. From the internet they also collect information on 
events, what’s going on in the different local areas. This information is collected on both 
daily and weekly basis and is also used in their planning of their strategic RM processes. 
External reports from TRI hospitality consultants and Mintel (UK) are other sources o f 
information collected with regard to the industry market performance. The Average 
Occupancy Rate (AOR), ADR and RevPAR are all very important indicators to decision 
making and the developing of their strategic RM. This statistical market data is also used in 
evaluating and monitoring the success of their RM strategic decision.
"TRI report and statistical reports o f the generated offer crucial business insight and we are 
able to benchmark our revenue performance within our competitive set and the general 
market performance. We also track our RM performances on weekly and report back to the 
various unit managers and we also undertake RM health-check audits at hotel units in terms 
o f growth in their RevPAR ”.
(By General and Revenue Project Manager)
The information gathered from their benchmarking process helps them to update its strategic 
RM development as to price and demand forecast, while this information also identify 
opportunities or threats to their revenue growth and profitability. These measures will allow a 
better response to its RM strategy and to changes in its market and its competitors. 
Furthermore, the interviewee emphasised that they also take into account the general state of 
the UK economy and the performances o f other businesses. The company also collects and 
vigilant the movement of the interest rate and the political forces which may impact its RM 
strategies. P Hotel-Group is using some of this information to keep its organisation alerted on 
fluctuations in market demand.
The General and Revenue Project Manager mentioned that the RM systems are providing the 
key information for their strategic RM development. They feed the RM systems with various 
data such as economic conditions, market segmentation, seasonal trends etc. and this helps 
the system to respond with more accurate forecasting projections to determine future demand.
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The economic recession hit also this company, forcing changes in RM strategy, but it did not 
hit as hard as to some of the competitors in different competitive sets, as expressed by the 
General and Revenue Project Manager. The interviewee also claimed the strength o f their 
brand and their market size as reasons for not being hit so hard. Another reason is probably 
due to the fact that their market segment is the budget segment. The interviewee emphasised 
that during the economic downturn a discounting and promotion strategy was implemented 
but only through its own distribution channels. This was due to the fact that there was heavy 
competition and a price war in the economy and mid scale segments o f the hotel industry.
The General and Revenue Project Manager states:
“as we are recovering from the recession  London hotel market is getting saturated
with new supply o f hotel room.... still growing considerable Competition is even going
to grow more .more new hotels will be opened as the Olympics approach We are
strategically going into non-equity collaborative agreement with some o f the third party 
channels to expand our distribution channels. This was not part o f our RM strategy
before............... for some reasons customer and consumer still believes that the cheaper rate is
only found in the third party channels ”.
The interviewee confirmed that internet have impacted their RM strategies very much as 
about 80% of the bookings are made through the internet. Through the internet the prices of 
the competition are monitored as well as are their strategic moves in the market. For instance 
are decisions whether to discount or not based on this information.
The General and Revenue Project Manager pointed out that in next decade, information 
technology and Internet channels will continue to change the way and means of booking. The 
company’s web site will evolve into a net social media site and it will be the biggest channel 
of distribution. The interviewee also claimed that the greatest issues facing RM today is to 
know what the customer really wants and to know the competition in the market.
5.7  CONCLUSION OF FINDINGS ON STRATEGIC RM DEVELOPMENT W ITHIN  
THE LONDON HOTEL INDUSTRY
This chapter has presented the research findings about the kind of information being used by 
the five hotel companies in the strategic RM process. The participating respondents believed 
that RM is a strategic process. Changing and challenging market structures impact the 
strategic RM, especially the growth of competition and new supply. Critically, information 
technology is a main key to strategic RM in the future. The respondents all declared that 
solely the information produced by its RM systems was not sufficient to develop their
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strategic RM. Apart from that information the RM Managers or Directors of the London hotel 
industry have revealed that other critical information needed in order to make accurate 
strategic RM decision and forecasting are:
■ Various statistical reports produced by the RM systems combined with analytical 
reports about a variety of environmental factors within the business level and the 
industry level.
■ Information on other stakeholders like third party distribution platforms, competitor 
sets in the marketplace and hotel industry performances reports.
■ Information regarding the hotel portfolios, the competitiveness of their product and 
services.
■ Information on customer, consumers and competitors
This empirical study shows that the hotel companies in London are not only collecting 
information for strategic RM development or decisions but this information is also used as a 
foundation for their marketing strategy as well as the corporate strategy. The study uncovered 
many similarities as well as differences among the participating companies in how they are 
making strategic RM decisions. The main similarities and differences are presented in Table 
5.1 and 5.2.
TABLE: 5.1: SIMILARlTi £S IN VIEWS AMONG THE FIVE HOTELS/RESPONDENT
Profit maximisation is the main aim o f RM.
RM is seen as a strategic planning process.
RM has become a key strategy for the hotel companies and consequently RM has become a part o f  
the corporate structure.
Strategic RM decisionmaking is organic.
RM systems are not sufficient enou^ to solely develop strategic RM.
Technology is a key drive o f RM strategy.
Branding is seen as an essential element in the gro\\lh o f revenue.
Third part} platform have become critical to RM strategic development.
Oligopolies strategy and economics o f scale are also essential in RM strateg}\
Competition continues to shape RM  
Customer Knowledge is \tital to strategic RM development.
External hotel market reports have become important guides used in RM decision.
Investment in information gathering is significantly important in RM strategic planning.
Market segmentation and value propositions are critical to strategic RM
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T A B L E :  5 . 2 :  D I F F E R E N C E S  I N  V I E W S  B E T W E E N  T H E  F I V E  H O T E L S / R E S P O N D E N T
•  P -H o td  b elieves that lo ya lty  programs are cook ie  cutter m o d e l principles.
•  M  H ote l Group and H  H o te l Group saw  lo ya lty  program as \ i t a l  to  R M  planning
•  P - H otel Group point to  that ow n in g  all their property g ives flex ib ility  to  dev elop  and control
their R M  strategy m ore e ffec tiv e ly
•  P  H otel Group said  that th e  concqpt o f  va lue for m oney is  essential in  R M  strategy w ith in  th e  
com petitive market.
•  H -, M - and R -H otel G roup saw  price guarantee as critical in  strategic R M  d e \ elopm ent.
•  P -H o te l G roup a n d T -H ote l G roup saw  that brand con sisten cy  is a key pricing strategy. .
•  T H otel Group \ i e w e d  th e  third party distribution channels as additional p laces to  o ff lo a d  
excess inventory as w e ll as a m ean to  expand its distribution channels
•  R - H otels group p o in ted  out third party distribution charmels as critical threats to  ret enue  
growMth o f  th e  h ote l industry.
•  R -H otel G roup saw  that external market reports w ere  lim ited
•  T- H otel Group and R  H otels po in ted  to  that b ig  m arketing resources are critical to  drive R M
•  H -G roup b e lie \ es that judgm ent and intu ition  are essential in  forecasting.
The last and final chapter will discuss the findings of this study and the results of all the 
analyses performed in this study will be reported as well as a final conclusion.
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CHAPTER: 6
DISCUSSION & CONCLUSION OF 
STRATEGIC REVENUE MANAGEMENT
6.1 INTRODUCTION
This chapter aims to discuss and synthesise the implications of the findings in light of 
previous research studies. It will discuss the principles and the processes of developing a 
strategic RM. This utilises the literature and the theoretical framework as a conceptual 
underpinning to obtain a better understanding of the kind of information needed in order to 
develop or shape strategic RM decisions and forecasting in a competitive business 
environment.
Subsequently follows conclusions with a constructed summary containing references to the 
major aims of the study as set up in earlier chapter. Finally follows the implications of the 
study to hotel businesses and hospitality studies as well as the limitations of the studies are 
outlined and recommendations for future research are given.
6.2 STRATEGIC RM DECISION FORMULATION PHASE
The globalisation of the world economy can be seen especially clear within in the Hospitality 
and Tourism industry. Today governments, countries, investment companies and private 
equity have become active share- and stakeholders in the hotel industry. The involvement of 
these stakeholders has increased the investment activities of the hotel industry and intensified 
the competition for market share and profit. Obviously, these investments have come with the 
demand for shareholder value and changed how revenue is managed and also the structure of 
decision making in regards to revenue generation. Findings shows that RM decisions are one 
of the key issues for the management and are part o f their companies overall strategy. The 
participating hotel companies show that strategic RM development and decisions are made at 
the corporate level of their organisation and cascaded down through their business levels on 
to their units. These findings support the significant body of researchers (refer to Table. 2.1, 
page 9,) identifying RM as a strategic decision making process and not a tactical process as 
proposed by other researchers
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Previous research from Cross et ah, (2009) also suggests the new market structure has 
brought an end to the tactical process view o f RM in the hotel industry.
Although the decisions about RM are made at the corporate level, it is noted from the 
Revenue Managers and Directors from the five hotel companies that the decision making 
structure was not linear or systematic but more organic, systemic and contemporary in its 
approach. These findings provide strong support for previous studies. Donaghy et al., (1995), 
Farrell and Whelan- Ryan (1998), Hansen and Fringe (1998), Emeksiz et al., (2006) all have 
pointed out that RM decision making is systemic. This study does not support previous 
studies from Jones and Hamilton (1992) and Kimes (1999) saying that strategic RM decisions 
are linear.
Similarly, this study reflects the conclusion formed by Yeoman and Watson (1997) and 
Yeoman (2004) that the kind of organisational structure within the company is critical to 
strategic RM development. This is also due to the fact that hotel companies have observed, or 
analysed, and seen that the changes of the market structure in different locations are not 
similar and have realised that one size does not fit all. Therefore, an organic structure or a 
contemporary approach will help in shaping each strategic RM decision to fit the individual 
market and units and enable the hotel companies to manage their revenue and profit 
generation. This approach fosters an innovative orientation and thinking in strategic RM 
development, while it also champions ways to cope with the changing business environment 
and the hardening competition. Previous research from Cross et al. (2009) concluded that 
strategic RM is becoming more innovative, while Venkatramen and Prescott (1990) were of 
the opinion that the kind of structure in which an organisation’s decisions are set will 
determine its performances.
Furthermore, from the findings it can be concluded that the concentration level or maturity 
level of the hotel industry in some markets as well as the volatility and fluctuation o f some 
economy markets have made the hotel companies to employ different affiliation choices to 
sustain their revenue growth with low risk involvement. Although hotel companies are very 
aware o f that ownership affiliation choice is more profitable than the other business formats 
such as the franchised or management contracts where profit maximisation is on the medium 
level, the hotel industry is unwilling to bear the cost and the level of investment and risk 
involved in ownership. Likewise hotel companies are also pressuring oligopolies strategies in 
order to control price and dictate the market.
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As stated by one Revenue Manager, “some hotel companies continue to open hotels on every 
bloody street comer”! One other manager complained, “Other hotel companies have huge 
marketing machine behind them”. Therefore, research findings uncovered that the economics 
o f scale within the hotel industry has become a requirement for success in the post-industrial 
economy .Hence, in order for hotel companies to expand its business models, it must prove 
its ability to perform profitable. As a result the industry has attracted investors and 
independent hotel owners to join it, adding large sums o f capital, thereby intensifying 
competition. This also leads hotel companies to aggressively pursue market share in order to 
cover their fixed costs. Eventually, this has also changed the view on RM and planning in the 
hotel business. Revenue managers and Directors revealed that their strategic RM 
development is based on the performance o f the entire organisation and not just on room 
basis. This finding is in line with the work of Anderson and Xie (2010), stating that 
maximising revenue has moved from room focus to the property wide profit focus. The 
interviewees also confirmed that achieving profit was the key strategic aim towards which 
they were working. Revenue at the cost of another department may not be favourable to their 
position and the company’s strategy. These findings are in line with the work of Sigale, 
Lockwood and Jones (2001) concluding that strategic RM seeks to entail the whole 
performance of the hotel business. In addition, the findings of the study also support research 
findings of the researchers that claims that strategic RM must aim towards profitability 
(Burgess and Bryant, 2001; McMahon-Beattie et al., 1999; Sirichote, 2002; Krakhmal 2008; 
Kimes, 1989 & 2002 & 2004; Brotherton and Mooney, 1992; Lieberman, 1993; Jones, 2000; 
Russell and Johns, 2000 and Cross, 1997). This demonstrates that the hotel businesses are in 
the market for profit maximisation, not for revenue maximisation as concluded by other 
researchers.
Based on evidence from the Revenue Managers and Directors of the hotel companies it is 
clear that the amount of investments and resources put into intelligence collection in order to 
plan their strategic RM and forecasting were huge. Therefore revenue management, almost 
automatic, has to aim towards maximising of profit in order to give return o f investment. 
Moreover, the result o f this study, established that the size of the hotel portfolio and the 
strength o f the company brand were critical in the driving of strategic RM. Previous research 
by Roper (2009) stated that the phenomenon of hotel companies today is size, in order to 
improve returns of investment for company stakeholders. Findings from the Revenue 
Managers and Directors show that the London hotel market is continuously growing with
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new supply o f hotel room, in hope that the London Olympics in 2012 will increase demand 
and bring profit. Consequently, the fast growing o f supply may lead to supply exceeding 
demand and in the long run profit maximisation will be jeopardised as there has to be a 
balance between supply and demand. Simultaneously, growth of new supply can also polarise 
RM performances of the London hotel industry as the increasing competition will place a 
greater strain on profit levels. These findings support the result o f Graf (2009), showing that 
demand and supply need to match in order to sustain the growth of revenue or profit.
6.3 STRATEGIC ELEMENTS OF RM DECISION AND FORECASTING 
The research findings suggest that in order to develop strategic RM decision, investments in 
effective information gathering from both the internal environment of the companies as well 
as from the external environment are fundamental. These findings support the conclusion of 
Jones (1999) that strategic RM decision should take into account both the internal and the 
external environment in which the business operate. The analysis uncovered that information 
for strategic RM decision was continually collected from multiple sources. Historical 
activities, economic activities, competitor activities, supplies (third party distribution) 
activities, consumers’ activities, hotel market demand and supply activities and government 
activities were used for demand and supply planning. As stated by Collis and Montgomery 
(2005) and Phillips (2005), the fundamental understanding o f the environmental forces that 
drives an industry is vital to the success o f the individual firms that compete in it.
The analysis also emphasised that all the interpreted information acquired from the internal 
and external environment of the hotel companies plays a vital role in the choice o f the right 
market segment and position, in monitoring competitors, in assessing its channels of 
distribution, in the understanding of the value of their products and services as well as in 
determining pricing strategies. Previous researchers like Johanson et al., (2006) and Costa 
and Teare (2000) concluded that interpretation of internal and external environment data will 
help companies to identify their competitive positions and the threats against those positions.
Generally, it was also noted from the research findings that most of the information collected 
from internal and external environment o f the hotel companies was critical not only to 
corporate level decision makers but both business level and the unit level looked out for this 
information as emphasised by the revenue managers and Directors. The findings o f this study 
therefore do not provide strong support for previous researches such as Oknums (2004); 
Coulter (2002); Yassai-Ardekani and Nystrom (1996) and Daft and Weick (1994) as they
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stated that collecting information and evaluating trends of the companies’ internal and 
external environment is critical only to corporate level decision makers but not to the 
business level or the unit level. The tough business conditions and the fast changing business 
environment have made the accountability o f companies to responsibilities placed not only on 
corporate level decision makers. Accountability and responsibility have become critical 
requirements for the business level and the unit level decision makers as well. Critically, job 
security may be the driving factor for business level and the unit level decision makers to also 
take responsibility in identifying and evaluating trends of the companies’ internal and 
external environment.
Furthermore, the research findings also established that the mechanics for forecasting demand 
and supply need to analyse both the internal and the external environment o f the companies. 
The information needed to do this is gathered from multiple sources like historical statistical 
data reports from the hotel companies own systems (GDS, PMS, CRS, IMS) and from 
industry reports from STR and TRI. These industry reports use indicators like RevPAR,
AOR, ADR and GDP to forecast demand and supply for the industry. These findings are in 
line with the suggestions and findings of previous studies proposing that forecasting should 
use a series of different economic indicators within the business and economic environment 
in Table.2.6 in page.33. The study’s findings demonstrates that industry reports are vital to 
strategic RM decision making as it provides the hotel company with a platform for 
benchmarking their RM performances, especially the key indicators like RevPAR, AOR, 
ADA and occupancy percentage, both at organisational level and at industry level. These 
findings are in line with previous studies such as Brown and Dev (1999); Ismail et al. (2002) 
and Sin, Tse, Heung and Yims (2005) that found that key indicators like RevPAR, AOR and 
ADA can be used for strategic RM decisions regarding performance.
This study demonstrates that customer knowledge is critical information, both in shaping 
strategic RM and for forecasting purposes. In other words, hotels are capitalising customer 
loyalty programs to enrich them self with customer knowledge. Revenue Managers and 
Directors emphasise that customer knowledge information allows the assessment not only of 
the profitability of customers but also the changes in consumer trends, consumer spending or 
consumer sentiment within the business environment. Basically, this result support 
researchers such as Cross et al., (2009); Cross and Dixit (2005); Anderson and Carroll (2007) 
and Kuyumcus (2002) in that the movement of the general economy will also impact the 
consumer spending, consumer trends and expectations.
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Moreover, it was recognised from the analysis that the customer centric approach has become 
a critical part of strategic RM in order to identify customer behaviours and to the 
development of products and services. Previous research such as Guran and Ranchhod 
(2000); Cross et al., (2009); Cross and Dixit, (2005); Anderson and Carroll, (2007) and 
Kuyumcus (2002) advocate that strategic RM within the hotel industry developed customer 
centric strategies to maximise profit.
On the other hand, this study suggests that also market segmentation and selection are critical 
strategic RM tools. This allows for targeting the optimal mix of business within the 
competitive market as emphasised by Revenue Managers and Directors. Researchers such as 
Kotler et al., (2009); Jobber, (2009); Bowie and Buttle, (2004); Baker, (2007) and Loudon 
and Della Bitta, (1984) stated that maximisation of profit or revenue is about strategic 
segmentation and the findings in this study are in line with that statement. Furthermore, 
evident from the research findings is that the hotel companies are investing heavily in 
customer relationship management systems which are used to seek out opportunities to 
increase customers spending. The research findings also suggest that brand capitalisation is 
one of the ways o f market segmentation and selection.
However, important aspects emerging from the research findings reveal that effective market 
segmentation and selection depend on external factors such as economy, social and cultural 
trends, the political climate, the natural environment and technological advances, making it 
possible to monitor and assess important information on a continuous basis. This empirical 
analysis appears to provide support for researchers such as Olsen and Roper (1998); Daft et 
al., (1988); Collis and Montgomery (2005); Phillips (2005); Enz (2009); Oslen, Tse and West 
(2008) Costa and Tears (2000) Okumus (2004) and Johnson et al., (2007) where it was stated 
that the analysis of the external factors within the business environment will inform 
businesses of what kind of market position and segment they should place them self in. It is 
also noted from the research findings that systems are put in place to collect this information 
and the analysis is also used for determining the company’s strategic positions and 
contingency plans. Previous research on RM by Farrell and Whelan -Ryan (1998) and 
Emeksiz et al., (2006) found that external factors within the business environment are critical 
for determining demand and supply.
Moreover, the research findings indicate that, due to the 2012 Olympics Games, competition 
within the London hotel industry is growing harder, and this is going to impact its financial
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performance and its market share. As previous researchers like Kholi, Venkatraman and 
Grant (1990) and Chung (2000) pointed out, the competition will impact profit and market 
share. Previous researchers, such as Venkatramen and Prescott (1990); Khandwalla (1972); 
Roper (2009); Holjevac (2003); Brotherton (2003); Stafford, Yu and Armoo (2002) have 
similar views in that revenue, profit, distribution channels and market share will be critical 
challenges in growth of hotel industry. Furthermore, evident from the research findings is 
also that the recent economic recession affected the London hotel industry. Strategic price 
war and competitive marketing were some o f the tactics used in strategic RM according to 
the Revenue Managers and Directors. These findings, along with previous studies of Cooper 
et al. (2006) concluded that competition is a critical price changer. Although research 
findings agreed that non-equity collaborative partners were used by hotel companies to drive 
demand, the contribution to the revenue is not significant. These findings do not provide 
strong support for a previous study by Chiang, Chen and Xu (2007) which concluded that the 
industry’s move towards a collaborative strategy will challenge RM decision making.
In addition findings of this study also confirms that third party platforms are indeed a part o f 
the competition as they have become the new barriers o f the hotel industry. This is due to the 
fact that consumers believe that these third party channels give better bargains and thus they 
may be avoiding the hotel’s own channels. Therefore a price guarantee has become a critical 
element of strategic RM. But the attitude towards the third party platforms is somewhat 
ambivalent as the hotel industry uses these platforms to enlarge their distribution channels. 
Findings also established that these third party platforms are also key providers of 
information on where consumers booking and buying behaviour. The collected information is 
used as a part of the foundation for making strategic RM decisions as emphasised by 
Revenue Managers and Directors of the hotel companies.
Nevertheless, research findings also imply that due to competition the hotel companies have 
employed various tactics to gather competitive information and intelligence. Therefore, the 
study reinforce that competitive analysis of the industry and competitive set analysis gives 
crucial information needed to plan strategic RM in a competitive business era. Previous 
studies by (Enz, 2003 and 2009; Murply et al., 2006; Tso and Law, 2005; O'Connor and 
Frew, 2002, O'Connor and Piccoli, 2003; Thompson and Failmezger, 2005; and Varini et al., 
2003) have all stated that internet benefits the consumer through enabling the shop around for 
lower prices. One the other hand the research findings also indicate that hotel companies are 
gathering competitive intelligence through the different online internet search engines so it
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can also be suggested that the benefit o f internet as an intelligence device works both ways.. 
The unprecedented volumes of information online are huge and the search engines are 
libraries that can provide a huge amount o f information on competitors, about the market and 
the customers.
The research shows that the internet and the computerised systems within the operations of 
the hotel companies play a major role in the gathering of information for strategic RM 
decisions. This is not in line with previous studies by Kimes (2002) and Jones and Hamilton 
(1992) concluding that information technology should not be the key tool for driving strategic 
RM. The outcome of this research however, shows that the use of information technology is 
critical to strategic RM development and decision making. Previous studies also state that 
information technology will provide a key competitive advantage to businesses which invest 
in it (Porter, 1985 and Friedman 2000). The works o f (Connolly and Olsen, 2001; Carr, 2003 
and Picooli, 2004) also concluded that e-commerce has become one of greatest forces, 
driving change within the hotel industry. The Revenue Managers and Directors made it clear 
that the internet and electronic commerce were vital tools to maximise their revenue and 
profit and as a tool for monitoring competitors and customers as well as for reshaping its 
distribution landscape. This is consistent with the findings of Porter and Fuller (1996);
O Conner (2001); O cornier (2003); Kimes and Wagner (2001) and Sigale, Lockwood and 
Jones (2001). All of these studies reinforced the concept o f information technology as a 
fundamental tool for strategic RM and for profit maximisation.
Findings from the London hotel companies have showed that the fundamental principles and 
practices o f RM continue to evolve as the business environment change. Therefore, strategic 
RM is not a static process but rather a dynamic process which need continuous assessment 
and continuous information gathering in order to maximise profit. Finally, findings have also 
shown that the concepts and principles of strategic revenue management development and 
decision making in the five hotel companies in London are leaning more towards strategic 
thinking and planning and that most practices are in line with the academic theories and field 
studies represented by the authors in Table 2.1 supporting RM as a strategic process.
85
CONCLUSION
6.4 CONCLUSION OF FINDINGS
The study has brought answer to the research question as stated in previous chapter: “What 
has been the value of revenue management systems in the competitive business environment 
which is also affected by the current economic recession”? The study yielded the following:
A. It was demonstrated that the value of the revenue management systems currently 
employed with the hotel industry are only good for forecasting demand when demand 
and supply are in balance, when the economic condition are stable or when changes in 
demand and supply are having systematic patterns. But revenue management systems 
are not sufficient to cope with uncertainty in change in supply and demand.
B. Noted was also, that the recurring economic recessions reshaped the value o f RM 
systems and the competitive structure of the hotel market industry. Strategically 
effective revenue or profit maximisation requires investment in both RM systems and 
in gathering external business information.
C. It was also established that within the competitive business environment the 
information produced by the RM systems alone, is not enough to use for strategic RM 
decisions as well as it is not sufficient for the development of an effective RM 
strategy.
D. Evidence from a variety of sources within this research shows that hotel industry 
performances, growth, profit or revenue maximisation can be seen through the 
changing relationship between the general economic performances o f the country as 
well as through the GDP. However, the RM systems are not intelligent enough to 
cope with these changing relationships which is a critical challenge influencing the 
value of the RM systems.
E. This research also emphasise that the growth of the internet and third party platforms 
have critically reshaped the value of RM systems. The availability o f portable
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wireless devices with internet has completely changed the way consumers shop for 
hotel rooms.
F. It was also established from the studies, that market position, size and strength of 
branding within the hotel market are also reshaping the value of RM systems.
These results are in context with the overall aim as developed in previous chapter. The aim 
states that: “is to conduct an evaluation of the kind of information used by the London hotel , 
industry for making strategic RM decisions”
A. It was demonstrated that the economic uncertainty has changed RM of the hotel 
industry as follows:
■ The RM aim has changed from revenue maximisation to profit maximisation.
■ RM has changed its approach from linear or systematic to a to holistic view
■ RM has changed from focusing on the cost of room to focus on the whole 
operational cost o f the hotel.
■ RM has changed from having a short-term tactical competitive view to a long­
term strategic competitive view.
■ RM has changed from receiving only small investments to a subject where 
huge resources are invested.
■ RM has changed from being less information intensive to now gathering huge 
amounts o f information for analysis.
■ RM has changed to make extensive use of information technology
B. The result clearly shows that longer-term tasks such as accurate forecasting and
decision making with regards to strategic RM, need to use strategic economy planning 
tools such as GDP, RevPAR, ADR and Occupancy level. Critically the limitations of 
using these economic indicators, significant only to the hotel industry, is that it only 
forecast and measures the hotel business performances like revenue and profit. But, 
other forces, such as competition and the changing market structure o f the hotel 
industry, also impact the hotel industry. Therefore it is necessary to use a wider 
spectrum of economic indicators.
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c . It was also clear that the kind of information used for strategic RM decisions in the 
hotel industry came from multiple sources such as the customers, suppliers, 
competitors, consumers, statistical reports produced by the RM systems, marketing 
intelligence information, hotel industry trends and forecast reports as well as internal 
and external business information.
D. Finally, in order to do forecasting, an understanding of the past is needed as well as 
used quantified statistical data and non-measurable data from series of different 
economic indicators within the business and economic environment. Through that, 
intelligent forecasting for possible future events can be established and monitored.
RM decision making need to integrate external business information, general 
economic performances and the events in the industry cycle into the forecasting 
model. Through this strategy, RM turns into an important instrument to obtain a 
sustainable advantage.
6.5 Im plications for th e  h o te l in d u stry , p ra c titio n e rs  an d  h o sp ita lity  
m an ag em en t s tu d ies  
In order to shape RM within a competitive business setting, it is important that competitive
edge intelligence is used to develop an effective strategic RM. Growing RevPAR and bottom
line profit within the hotel industry require successful forecasting which integrate quantitative
information from the economic theory, statistical data report from the RM systems, while
also using qualitative data from marketing intelligence and non measurable socioeconomic
and political forces of the current business environment.
Economic indicators should be the fundamental technique to be used to scan, monitor and 
gather competitive intelligence in order to plan an effective and efficient RM strategy. 
Critically this also has limitations because of the sensitivity of the economic environment 
which is changing all the time. Therefore the past may give you indications but will not 
provide a solution.
It is recommended that the hotel business should see the analysis of the business cycle and its 
relationships as a starting point for almost any strategic plan for their revenue performance. 
Through this, hotel business will be able to reveal their financial strategy which will enforce 
their operational efficiency and customer services thus raising the business competitiveness.
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Furthermore, the rise o f economic crisis calls for necessary actions, strategic choices, a 
rethinking of the organisation’s objectives and a focused plan as a response to the difficult 
economic conditions. Hotel organisations must see that the performance of their business is 
largely the outcome of a series of choices and these choices vary according to the 
environmental condition.
6.6 LIMITATIONS OF RESEARCH
In designing this research, every effort was made to minimise any potential limitations or 
biases. However there are some limitations of which one should be aware.
First, this research may have limitations with the use of secondary data which may have 
drawbacks as the data was generated by numerous organisations for different purposes and 
uses, and not specifically for this for this study. It could also be that the organisations 
gathering the data did it for a similar purpose, but the researcher did not collect the raw data 
directly which could lead to errors. These may be sampling errors such as aggregating or 
averaging data and measuring current conceptual economic trends and issues always present 
a limitation. Nevertheless, data for analysing economic variables are available on monthly, 
quarterly and yearly basis but all these data become historical performances and in due course 
business environment change with new variable conditions. In overcoming these limitations, 
empirical studies were carried out only on years where the same questionnaire designs were 
employed, or alternatively some of the studies were adjusted for errors using statistical 
methodology. Moreover, the viability of conducting the study may have been jeopardised if 
this secondary data was not available.
Secondly, as some part of the research was carried out through personal interviews the 
researcher may be influencing the attitude of the person being asked, which could also lead to 
some degree of bias in the research findings. In addition, since one of the interviews was 
carried out over the telephone, answering the questions by the interviewee under the time 
pressure could have affected the reliability of some of the answers. Hence, to overcome these 
limitations, the researcher established the possibility of further contact with the interviewee in 
case there should be a need for clarification.
Finally, one major limitation of this research was the small sample size. Therefore, 
generalisation of this study was limited to the purposeful sample o f the hotel companies. In 
overcoming these limitations, the researcher subjected the study to the process of
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triangulation with the use o f different data collections in a vigorous analysis to further 
establish validity and reliability of the study.
6.7 R ecom m endations for fu tu re  R esearch
Research should be conducted in different cities o f the world and compared to see how the 
strategic revenue management development is affected by the business cycle. Finally, 
research should be conducted in different cities of the world to see how the changing market 
structure influences strategic revenue management. Through this, international hotel 
companies will be able to effectively shape their strategic revenue management and their 
performances in each market individually.
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Appendix: A
Invitation  L etter for In te rv iew
International House Date
Guildford Court
University o f Surrey
Guildford GU2 7JL
Surrey - UK
Dear Mr. /Ms XXXXX or Sir /Madam
I am an MBA Hospitality student o f University of Surrey (Master o f Business 
Administration, majoring in Hospitality) and I am conducting a research on Shaping Hotel 
Revenue Management, A Strategy for the Next Decade, for my final degree.
The successful implementation of a revenue management strategy in the hotel business 
depends on the fundamental understanding of the forces that drives the hotel industry and the 
individual firms that compete in it. The competitive environment and the recession has been a 
game changer for revenue management strategy. Therefore, the understanding of the key 
forces o f supply and demand within the changing business environment is important to 
sustain a competitive advantage.
The purpose of this research is to investigate the role of RM systems and what are the 
processes of developing a strategic revenue management for the hotel industry in a 
competitive business environment which is also affected by the current economic recession?
I would be very grateful if  you could give me the necessary help to undertake this research. 
Therefore, I hope that you can spare 30 minutes of your valuable time in order for me to carry 
out an interview with you. If you are too busy to meet me in person, a telephone interview is 
also welcome. The interview will be conducted (between 2”*^ of August to 3"^  ^September 
2010) at your convenience.
All the information and data provided will be used for academic purposes only. On request, a 
summary o f this research will be forwarded to you on its completion. If you have any further 
enquiries, please do not hesitate to contact me. I look forward to meeting you and thank you 
very much in advance for your willingness to participate in this study.
Yours Sincerely,
John K Ammamoo 
Telephone + 44 (0) 784 644 7699:
E-mail: ammamoo@vahoo.com or ia00034@surrev.ac.uk
122
Appendix: B
In te rv iew  Schedule for RM stra teg y
Basic information
1 What are your role and responsibilities?
Revenue Management
2. What levels of decision making body are involved in plaiming and development RM 
decisions in your company?
3. What information do you collect as part of the RM decision making process?
4. What goal does your company revenue management aim towards?
5. What indicators do you use in monitoring your company’s RM strategy?
6. Is your RM system capable of producing all the information needed for RM 
decisions?
7. What impact has information technology had on your RM strategy?
RM monitoring intel ligences
8. What impact did the current economic recession play in your RM strategic and 
tactical plans? If yes how, If No, why?
9. Does your hotel company use any external market reports? If yes, what type do you 
use? Do these external market reports give your company the information needed for 
RM decisions?
10. What strategic information do you use to monitor or benchmark the success of your 
RM?
RM competi t ive  intel ligences
11. What impact has competition on your RM strategic decisions? What information do 
you collect in regards to competitors?
123
12. Does your strategic revenue decision take into account customer profitability 
concepts? If yes, is it beneficial? If no. Why?
13. Is your hotel into any equity or non-equity collaborative agreement? If yes, what type 
and does this strategy give you a competitive advantage to RM? Please explain how?
14. Being one o f the largest hotels group does it generally help in your strategic RM 
decisions?
Trend and Future Anticipation
15. How do you think RM will evolve over the next decade?
16. In your opinion, what are the greatest issues facing RM today.
Are there any questions that you think I should ask but did not? 
Thanks for your time and it was nice to meet you and talk with you.
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Appendix: C
Sample of In te rv iew  T ran sc r ip tio n
A. Basic information
What are your role and responsibilities?
My role is mainly looking after both revenue management and distribution strategy for the 
entire operations of hotel under our franchises agreement. And the two go together, because, 
from a distribution strategy if  s about looking at which channels we're going to make our sales 
through, and which channels are the most cost effective. We are starting to look much more 
closely at the cost of sale. So for example, when you sell through an OTA like Expédia or 
Booking.com, there's always a fairly [inaudible] commission that needs to be paid, which is 
coming off of the revenue, so, is that okay?
So we look at the cost of sale from the various distribution channels, and which distribution 
channels deliver for us, at the most effective cost and deliver the revenue. And then on the 
revenue management side, my role, principally, is to look at the overall strategy. We have a 
team, or I have a team, of cluster revenue managers, who are out in the country. They look 
after between four and eight hotels. They're the ones that do the day-to-day management of 
the rate strategy and the inventory strategy, so they're the ones who set the prices on a daily 
basis, in conjunction with the general manager. And my role is to oversee what they do, and 
really to make sure they're not doing anything silly, and to call them up, or quiz them, if  I see 
anything that I've got a question about, to ask them what they're doing. And I look at how the 
rate of the day is moving, compared with their occupancy, and try to understand what it is 
that's generating that occupancy.
I think there’s always a tendency to look at the price that you're seeing, your rate o f the day, 
and think that's what's delivering all o f the occupancy for the hotel, but of course that's not 
the case. You've got a lot of corporate contract business going in, at fixed rates, groups going 
in at fixed rates, and if your occupancy is being filled up by the corporate customer and the 
leisure groups, then the adjustments you're making to your rate o f the day are effectively 
irrelevant, because it’s not driving any demand.
So that's primarily what I do, and from a marketing point of view, where I get involved in 
that is, so, as I say, the cluster revenue managers do the day-to-day management o f the rate o f 
the day. Behind all o f that we have a number of leisure products and marketing products, 
which operate to fixed price points, and my responsibility is to set those fixed price points 
and ensure that there's some logical pricing across the portfolio of hotels that we operate.
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B. Revenue Management
What levels of decision making body are involved in planning and development 
RM decisions in your company
At the corporate level we determine the overall target that we want to be aiming for, so, if 
you take this next financial year, the year 2011, we've got a 2.5% VAT increase that we have 
to cover, and we want to get an annual increase on our rates as well, so we've been asking the 
hotels to plan their strategy based on at least a 5% increase in rates. So we've set that top- 
level parameter, and then it's down to the unit managers, the general managers, to determine 
exactly what they can achieve in their local area. And some o f the hotels are coming in with 
increases seven, eight, 9% for next year, because they feel they're going to be in a strong 
position. Other hotels, where they feel they're in a more challenging position, are going to be 
doing well just to cover their VAT increase, and they’ll be relatively happy with that.
Well, the unit manager has an awful lot of autonomy, because at the end of the day they’ve 
got their name above the hotel. They're the ones that are ultimately responsible for delivering 
the profitability for that unit. You have to trust them, and you have to give them the freedom, 
because they're the ones in situ. They're the ones in that local area. They understand their 
local market, and they should know who their customers are and what business is coming in, 
so they do hold a great deal of sway when it comes to making the decision.
If  somebody centrally, at the corporate level, has a big question mark over what they're 
doing, then we challenge them, and we will ask them to explain. And if they can't explain 
sufficiently, then we will overrule the decision and then make a decision we think is right for 
the business. But that doesn’t happen very often, thankfully. Most o f the time these guys 
know what they're doing. That's what they're there for.
What information do you collect as part of the RM decision making process?
We'd run a report from our GDS and PMS, in advance o f that. We collect customer’s 
information we got on the books that have given us business in the last year. Information is 
collect from conference and events booking, all third party channels that we use for sell our 
room, reservation and call centre?
From time to time we take notice o f government trends or general economy is going to 
deliver and achieve. I think when we're looking at specific government business that comes 
into hotels, I think it's been reported this week that a lot of hotels are concerned about the 
government cutbacks, because of the impact it might have on the government business 
coming into hotels, but it's even... it’s still quite a very small proportion of hotel trade.
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Information are also collect from each hotel unit level, where the general managers find out 
more about what's going on in their local areas is by being part of the local community. Quite 
a number of our general managers are members of the Chamber of Commerce, the local 
Chamber of Commerce. Or they go along to ... hotel managers tend to get together quite often 
for professional or social dos, and have a few drinks, and they talk, and I think you find out a 
lot about what's going on in the local area just at those events. I'm not so sure you get all that 
much from the local Internet and local newspapers.
What goal does your company revenue management aim towards?
Our revenue goal are towards profit and looking at total hotel revenue management, this is 
very important company, because there’s a lot to be made for that, and not looking at selling 
a 250 group room on a Tuesday, you know, when yes, it might be great for one department, 
but it’s not great for the rest of the hotel and things like that. So diary management of revenue 
and really understanding your profit as well, we see that as a key, definitely. I mean, rooms 
yes, it’s the biggest part of our product absolutely, but it’s in the additional revenue streams 
as well, I think, you can profit quite a bit. So I think profitability is a b ig ... is a big thing, and 
I think total hotel revenue management is a big thing.
What indicators do you use in monitoring your company’s RM strategy?
Smith’s Travel Research, Travel Click and TRI are the main reports have some useful 
indicators that we look at that every day and obviously see where we are in comparison to our 
competition as well the level of the hotel market in general. We monitor our revenue strategy 
these main indicators such as occupancy percentage of the hotel market, average daily rate 
percentage, RevPAR projection, GOPPAR and all other report our systems produces. But we 
also take other significant report and indicators from the general business performance, we 
also look into the London stock index of the hotel industry as well and how the hospitality 
and airline industry is going to be in the next future. All these are use as part of our planning 
and forecasting our future hotels demand and performances.
Is your RM system capable of producing all the information needed for RM 
decisions?
Yes, ideally, our GDS and PMS give different statically report, which we use on a daily, 
weekly, monthly, yearly basis. Obviously, our system looks at what’s happening. But that 
does put a lot o f restrictions in place on our systems. However, our IDS system is not 
connected to Travel Click and the like you can do, so it doesn’t have the information of 
competitor pricing. So it’s only basing its decisions on our booking pace and that’s what it’s 
setting its restrictions off.
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Our systems are is a computer system and it doesn’t know what’s going on in the world. So 
you have to have your systems, you have to have a little bit of knowledge of what goes on in 
the world. And then, obviously with STR and Rate View you’re actually in a pretty good 
position. We have several other reports from Travel Click that we pull as well. They’re 
mainly for the sales team, but they’re the 360 Hotel Market Report, Future Pace, that’s called, 
all these fancy reports. So we obviously look at all of that as well, but on a daily basis as 
such, they are the reports that I look at.
What impact has information technology had on your RM strategy?
Technology has impact very well. We are using this technology as part o f our decision 
making process, benchmarking our performances at any time, available statistical report pop 
up, market knowledge, and communication with our customer and product positioning.. The 
impact of technology has also made work more effective.
Internet has also widened our distribution channel and there are just more and more online 
travel agents selling our product. But the internet is become interesting and really 
challenging. There's no restriction on... we've issues with maybe half a dozen websites this 
year, who have picked up our rates from someone else, and they're selling it, and we have no 
commercial agreement with them. We have no contract with them. And they're selling our 
product to customers, either fraudulently or innocently. And we're having to deal with some 
of that. And when the big players, the likes of Expédia, Booking.com and etc, they're very hot 
on rate parity, and they see these other sites selling our product, and they query us on it, and 
we have to assure them that it’s not... we're not providing data, we're not providing rates and 
inventory to these websites. We don’t know from where they getting it. But it’s just 
becoming very, very wide. And there is a danger for the hotel industry that the revenue 
strategy is going to move from being controlled by the hotel to being controlled by the OTA. 
There have been a few articles about that email, I see. There's the whole big fight they have 
between choice hotels and Expédia, who was holding the cards. And that's a big risk, because 
these OTAs are charging big commissions to hotels, whereas the tour operators have 
managed to move away from travel agencies, the airlines have moved away from travel 
agencies completely, the hotel industry is still stuck with the travel agents, online travel 
agents. We're still stuck with Explore Ace and cancel on the day of arrival.
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c. RM Monitoring Intelligences
What impact did the current economic recession play in your RM strategic and 
tactical plans? If yes how, If No, why?
We struggled, overall. I'd say. We're still here, which is more than can be said for two or 
three other hotel chains. Because we've got 42 hotels, right across the UK, some of them 
struggled more than others. Some of them were hardly impacted. I think the impacts of the 
recession were very hard on our revenue management strategy. Although it was a national 
issue, there were local areas, localised issues.
Just to some of our hotel for example, where there were two other new two hotels opened,
last year In the middle of a recession, in the city centre, and that had a huge impact on
every other hotel in the area including ours, and we struggled with that. We've come through 
it now, and it's starting to get better. London's been buoyant right the way through. And there 
are other locations. London's been buoyant right the way through. We've reaped some of the 
rewards of that. We've had some benefits in London. We don’t have a big exposure in 
London. We only have two hotels in London, but they’ve done very well.I think throughout 
the recession, we've maintained occupancy levels, but we've struggled to maintain rate links.
I don’t think we're alone in that.
We discounted, yes, and that helped us just to maintain some occupancy. We tried not to 
discount the actual rate o f the day too much, and we tried to discount through special offers 
and promotions, and get the pre-payment. We do what we call Big Chase, big sales days. So 
rather than discounting the price, it’s really been, and it’s still, more proactive selling, so on a 
Big Chase day the entire sales office in a particular hotel will use... they’ll phone every 
single customer, particularly corporate customers, local companies, in the area, that use the 
hotel. Phone them up, find out how they're doing, what business is like, talk about the 
bookings that we've got in already, and try and seek some more business, and really try and 
refresh that relationship with that local customer with the corporate customer. So rather than 
discounting, it’s just about re-engaging with the customer, making them ... trying to put 
names to faces, or get hold of people and talk to them on a one-to-one level, so that it's really 
getting into the customer service side a bit, to generate and to create a personality
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Does your hotel company use any external market reports? If yes, what type do 
you use? Do these external market reports give your company the information 
needed for RM decisions?
We subscribe to the rate review report, STR report and reports from Travel Click. I think it's 
pretty good. The trouble with the STR data, because it’s based on room’s revenues, you can 
get very heated up or concerned about the rooms revenues, and completely forget the fact that 
you’ve got F&B and conference and events, health clubs, leisure clubs, bringing in other 
revenue streams that you might be forgetting about. It would be great if  that data could be 
taken to another level, because it just covers your occupancy and your room rates and your 
room revenue. If it could take that data further and look at total revenue, include all the others 
areas. Is interesting talking to some other people who are in the industry as well thinks, it 
would be great if  that data could be taken another level. Tri Hospitality is trying to collect 
data around gross operating profit, available rooms. So they're really getting down into the 
profitability of hotels. Now that would be very valuable information, but that requires hotels 
to be willing to share it, and I'm not sure whether that's going to happen.
It is impossible to say whether we would have performed better or not, with or without the 
data. I think the data is as good as it’s going to get. I do think that it is perhaps... how can I 
put it? I think, I suspect that some hotels were manipulating their numbers, and so I think 
there have been some question marks over whether the STR data was 100% accurate, 
trustworthy. STR can't do anything about that. They can't audit the submissions o f 6,000 
hotels across the UK. So I think it’s nothing more than a good guide.
What strategic information do you use to monitor or benchmark the success of your 
RM?
We definitely use the REVPAR index as some of our strategic information. We also use the 
benchmark data from STR. That tells us whether we're on the right path or not. We produce 
consolidated reports every month, so we can look... we know which hotels are doing well 
and which hotels are not doing so well, and therefore we can address the issues that are 
happening in particular hotels that need to be looked at. So yes, each hotel is benchmarked 
against another. But because they're all very different it's not as if ... you're never comparing 
like with like. But at least we can identify who’s doing well, and who’s not, and then we can 
perhaps find out that hotel that's doing well, what is it they're doing well? What have they 
tried? What business have they done? Have they done anything different? Did something 
imaginative? Can we transfer that to another location?
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D. RM Competitive Intelligences
What impact has competition on your RM strategic decisions? What information do
you collect in regards to competitors?
Competition is quite very strong. I think that we’re so fiercely competitive because... you 
have to wonder whether, in the UK, whether supply is outstripping demand. So many hotel 
beds, so many hotel rooms. There are new hotels opening all the time. As London 2012 
Olympics game continues to flood the market with new hotels opens. Although London, 
people are predicting that after the Olympics games, there is going to be a boom market, if  in 
case things don’t go as projected, what is the market going to do with the rooms? Probably 
this is going to bring another discount war. I think, from a London perspective it's very 
interesting. I'm nervous that we won't get the big boom that everyone seems to think we will. 
Revenue management is going to be more challenging, as supply will exceed demand.
Looking at Premier Inn and Travel Lodge particularly, they're just opening hotels on every 
bloody street comer. And you’ve got the effect of the recession, you’ve got the likes of Hilton 
and the Grosvenor and stuff doing discounting from five-star prices down to four-star prices, 
so we're in the middle of the market. We're getting squeezed in from one end by the budgets 
and squeezed from the other end by the luxury brands. So the mid-market might be squeezed 
out o f it. Is that what the customer wants? I don’t think so. Is it what the market needs? No, I 
don’t think so. But the danger is that unless the industry can into some sort of, like self­
regulation or consolidation, but that's maybe what's needed: that some of the big players need 
to liaise a little closer, in order to determine a strategy that's beneficial for all. I think it just 
helps to get a better balance between demand and supply, which helps to hold up the revenue 
performance. We're all in business to make money, and to be profitable.
And we watch the competitors. So we get a rate shopping tool every day to tell us what the 
competitors’ prices are, through the different channels. Though that we plan our main public 
rate is flexible, and will flex on a daily basis
Does your strategic revenue decision take into account customer profitability 
concepts? If yes, is it beneficial? If no. Why?
We'd mn a report, in advance of that. We do a lot o f preparation in advance of something like 
that, to look at what customers have we got on the books that have given us business in the 
last year? How much business have they given us, both in terms o f room nights and revenue 
and conference and events? And then we put together a hierarchy so that we target the most 
profitable customers first and work down through the list. But the difficulty with that is 
you're just looking at the business they’ve given us. One of the other purposes o f a day like 
that is to try and find out what business they're giving to a local competitor, how much
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business have they got in the area, overall, and what do we need to do to get to secure some 
of that business? And it’s not always about discounting the price. It’s about providing the 
facilities. A lot of companies want free wifi now, free Internet in their rooms. They might 
need a conference and event room that can seat 200. We don’t have many o f those. So it's 
about finding out different things that our customer needs in order to place business with us. 
If we don’t have the facilities, what can we do to make our facilities available and make 
things fit?
Is your hotel into any equity or non equity collaborative agreement? If yes, what
type and does this strategy give you a competitive advantage to RM? Please explain
how?
No, not really. The loyalty scheme that we operate have some form of non-equity 
collaborative agreement with some bank and airline, but is that's completely controlled by our 
company owns. We have very little involvement in that. If somebody stays in one o f our 
hotels, they earn the points for the stay, and when they’ve got sufficient points and they want 
to redeem a free stay in our chain, then we offer that. We're fine with that. But we don’t get 
involved in the Rewards scheme itself and the other ways in which points can be redeemed 
with other partners, is no t... That's all completely handled by a franchisee. In some way it 
doesn’t drive demand but only the loyalty scheme program give us information which we are 
capitalizing for our RM strategy.
Being one of the largest hotels group does it generally help in your strategic RM
decisions?
It should be. I think it can work both ways. Certainly, to have a big brand should get us 
noticed, and our brands helps in our strategic revenue management, or generating demand. It 
should be recognised. And it should at least give the customer some assurances as to the 
quality and the standards that they're can expect and in that regard it should assist us in 
helping... in holding our revenue strategy and holding our prices a bit higher. We shouldn’t 
need to be discounting in order to attract demand. But at the same time, you've got to make 
sure the brand standards are appropriate and that every hotel under that brand is operating to 
the same standards, because there'd be nothing worse than, as a customer, going into two 
different R-hotels, and finding it to be completely different. Because then you don’t know 
what to expect the next time.
And I think it's a very important question for those that own the brands, because I think if  you 
look at the likes o f Hilton and Holiday Inn, those brands are really very well known, very, 
very strong brands, and they’ve got remarkably strong loyalty programmes with the Hilton 
Honours and the Holiday Inn Rewards. And then you’ve obviously got the likes o f Travel 
Lodge and Premier Inn, who are just massive, massive brands, and have got oodles o f 
marketing money to do great, big television advertisers and campaigns. And then you, in that 
respect, brand R- Hotel doesn’t quite have the same exposures, doesn’t quite have the same
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strength. And we know that, as a brand, so I think, yes, the strength of the brand and the 
prominence of the brand are very important, and can definitely help.
E. Trend and Future Anticipation
How do you think RM will evolve over the next decade?
I think revenue management is going to evolve into including profitability. I think you 
have... when you have the resource in the hotel of a revenue manager, it’s important that the 
revenue manager understands the profitability o f the hotel as a whole. So if  you’re looking 
after every revenue stream in the hotel, you need to be in understanding of the cost side of 
things as well, and need to understand that if  you sell this room, the cost is going to ... the 
implication is such-and-such. And that’s how you’re going to evolve revenue management. 
But you have to do that with every single revenue stream, not just rooms.
In addition I think the customers are going to demand a better service. And that's not just the 
human service, but I think the wifi Internet in a room is going to be a big issue the next 
couple of years, because a lot o f hotels still charge the customers to use Internet in the room. 
We charge to use it in the room. It’s free in the public areas. In the room you have to pay for 
it. And it makes no sense, because everybody knows that wifi is everywhere. Everybody 
knows that you can get it at home and in the street and everywhere. You’ve got it on mobile 
phones. And everybody pays their rental to BT, or whatever, at home, and they know how 
much it costs, so for hotels to be charging five or £6 per night, just for Internet access, people 
know they're being ripped off, to put it bluntly. And they're not going to let it continue to 
happen. And as soon as one of the big players goes with free wifi in the rooms, everybody 
will have to follow. Dynamic pricing; it’s maybe going to die, probably. People are going to a 
fixed price for everything.
In your opinion, what are the greatest issues facing RM today.
Competition I think, we’ve got a lot of hotels coming online in 2011 in London. So the 
competition’s going to increase even more. We’ve got the Savoy coming back from 
refurbishment, the Four Seasons coming back from refurbishment, and there’s that, seven or 
eight new hotels opening. So we’re all going to be fighting for the same business, so I think 
that’s the key.
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